~~~ 


’ i . ieee iia 








FORBES — 


se S Le eS § 


A 


N 





50c 
NOVEMBER 1. 
1961 








Dy) 


a 


1$-9 


N<A Noe £& 





JIA wOEUY NNY 
nis iseuid On Sic 
ON SHTIEJOUOIA Ainn 


IvivuoOilia? 
_— x S WON 








Atomic Power for Progress... 


While there is yet much to learn and to be gained 
from the science of nucleonics, it is reasonable to 
assume that tomorrow will be powered almost en- 
tirely by atomic energy. We therefore look forward 
to unexplored horizons in this field of the future, to 
which our products and services are already tied. 

The very nature of the diversified activities of 
Engelhard Industries in chemistry and electronics 
automatically led us into the field of atomic energy 
as long ago as 1943. One of the early products of 
our research in nucleonics is the platinum catalyst 
used for the manufacture of heavy water. Engelhard 
research also contributed toward the development 
of standard procedures for the combination of Hy- 
drogen and Oxygen produced radiologically in 
atomic powered reactors. An Engelhard facility 
where modern metallurgical equipment includes 
that required for melting, rolling, cladding, ma- 
chining and assembling complex elements, is pres- 
ently devoted to the preparation of atomic fuels. 


Engelhard Industries is also a major refiner of 
scrap uranium fuel elements of atomic power gen- 
erators. In line with this, a continuing program of 
basic research in inorganic, physical and analytical 
chemistry is conducted by the Precious Metal and 
Uranium Refining Section of our Research and 
Development Division. 

The thirteen divisions of Engelhard Industries, 
Inc. manufacture precious metals and related prod- 
ucts for a vast variety of industrial and military ap- 
plications. Our operations span the free world. The 
products of our manufacture include the platinum 
metals, gold and silver in many hundreds of physi- 
cal and chemical forms, in components, instruments, 
assemblies, laboratory and production equipment. 

A brief presentation of our operations, services, 
research for the future and the broad diversity of 
markets we serve, is contained in a brochure, “The 
Story of Engelhard Industries.” We will be pleased 
to forward a copy, upon request. «# * # # * * 
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What is the Bell System? 


‘Lie Bell System is cables and radio 
relay and laboratories and manufac- 
turing plants and local operating 
companies and millions of tele- 
phones in every part of the country. 


The Bell System is people... 
hundreds of thousands of employees 
and more than two million men and 
women who have invested their sav- 
ings in the business. 


It is more than that. The Bell 
System is an idea. 





It is an idea that starts with the 
policy of providing you with the best 


possible communications services at 
the lowest possible price. 


But desire is not enough. Bright 
dreams and high hopes need to be 
brought to earth and made to work. 


You could have all the equipment 
and still not have the service you 
know today. 


You could have all the separate 
parts of the Bell Svstem and not have 
the benefits of all those parts fitted 
together in a nationwide whole. 


It’s the time-proved combination 
of research, manufacturing and 
operations in one organization— 


with close teamwork between all 
three—that results in good service, 
low cost, and constant improvements 
in the scope and usefulness of your 
telephone. 


No matter whether it is one of 
the many tasks of everyday opera- 
tion—or the special skills needed to 
invent the ‘Transistor or develop 
communication by satellites—the 
Bell System has the will and the way 
to get it done. 


And a spirit of courtesy and serv- 
ice that has come to be a most im- 
portant part of the Bell Svstem idea. 


BELL TELEPHONE SYSTEM 


American Telephone & Telegraph Company + Bell Telephone Laboratories » Western Electric Company » New England Telephone & Telegraph Company + Southern New England Telephone Com- 
pany + New York Telephone Company + New Jersey Bell Telephone Company + The Bell Telephone Company of Pennsylvania - Diamond State Telephone Company + The Chesapeake & Potomac 
Telephone Companies + Southern Bell Telephone & Telegraph Company « The Ohio Bell Telephone Company + Cincinnati & Suburban Bell Telephone Company + Michigan Bell Telephone 
Company + Indiana Bell Telephone Company » Wisconsin Telephone Company = Illinois Bell Telephone Company + Northwestern Bell Telephone Company » Southwestern Bell Telephone Com- 
pany « The Mountain States Telephone & Telegraph Company + The Pacific Telephone & Telegraph Company - Bell Telephone Company of Nevada + Pacific Northwest Bell Telephone Company 





GAS TURBINES IN ACTION 
ON THE SEA, IN THE AIR 


POWER IN ACTION: THE GAS TURBINE ENGINE 
/n helicopters—turboprop aircraft—experimental marine vehicles 
—rugged 153 and 7155 gas turbines are delivering reliable power 
day-in, day-out around the world. They run on many fuels, 
provide high power per pound of weight, operate dependably 
under all conditions. Their versatile design promises an even 
wider variety of industrial and mobile applications in the future. 
Easily maintained, the T53 and 755 gas turbines are produced 
by Avco’s Lycoming Division. 


AVCO CORPORATION, 750 THIRD AVENUE, NEW YORK 17, NEW YORK y VoOoO 



















































FORBES 


FOUNDED 1917 by B. C. FORBES (1880-1954) 


President 
Bruce C. Forbes 


Publisher & Editor-in-Chief 
Maicolm S. Forbes 


Editor 
James W. Michaels 


Associate Editors 

James Cook William M. Placek 
Dero A. Saunders 

George Shiras John Thackray 
Sheldon Zalanick 


Assistant Editor 
Ruth A. Meyer 


Financial Columnists 

4einz H. Biel George Henry 

Lucien 0. Hooper Sidney B. Lurie 
John W. Schulz Elmer M. Shankland 


Washington Editor 
Edward Michelson 


Reporters 
Robert J. Flaherty 
Fritz Schumacher Wayne Welch 


Statisticians 
Donald Popp Howard Rudnitsky 


Researchers 

Louise Cristina Mery! G. Finkelstein 
Ellen Melton Jo Spencer 

Peggy Ray 


Production 
Edward Borheady, Manager 
Dale S. Lester, Asst 


Library 
Dar! Rush, Head 
Ruth Grava, John Gibbons, Assts 


Secretary-Treasurer 
Weiner 


Controlier 
Bernard Bolhower 


Vice President-Business Manager 
Leslie C. Quick Jr 


Vice President-Circulation Director 
Richard E. Kline 


Vice President-Director of Advertising 
W. P. ‘Pete’ Rees 


Director of Sales Promotion 
E. E. W. Stock 


National Advertising Manager 
Ray Murray 


Advertising Representatives 

New York: 70 Fifth Ave 
John Rhein til Richard Gardner 
Peter B. Lassoe Lance Clemes 


Chicago: 1829 Tribune Square 
Dan Humphrey, Mid-Western Mer 
Larry Brockman Michael R. Walton 


Cleveland: 562 Hanna Bidg 
Clarke Willams Richard Chalkley 


Los Angeles: 711 S. Vermont Ave 
Menne Zunich & Follansbee, Inc 


San Francisco: 114 Sansome St 
Menne Zunich & Follansbee, Inc 


Dalias: 211 North Ervay Bidg 
Donald R. Brown 


Eptroriat INDEX: COMPANIES page 53 





Paid circulation over 345,000 





FORBES FORBES is published twice monthly by Forbes inc 
November 1 York and at additional mailing offices. Subscription $7.50 a year in U.S.A. Copyright 1961, Forbes Inc. 























SIDE LINES 


Unburied Treasure 


One of our editors on assignment 
in Detroit last month unexpectedly 
found himself with an afternoon to 
kill before catching a delayed flight 
to New York. To beguile the time, 
he journeyed to Dearborn and 
plunked down $1.25 for a ticket to 
the Henry Ford Museum. He 
came away enriched, he later told 
us, and with a lively urge to tell 
our readers about the museum. 

Our writer particularly recom- 
mends the Ford Museum to those 
who are unfamiliar with the fascin- 
ating and colorful history of U.S. 
business and its impact on society. 
This, unfortunately, covers a dis- 
tressing number of otherwise well- 
informed Americans. Business his- 
tory is little taught in school and 
far too many of the books on the 
subject are either the handiwork 
of subsidized hacks or of anti- 
business muckrakers. 

Says our writer: “The Ford 
Museum is an education all in 
itself." The Henry Ford Museum 
was created in 1929 by the wizard 
of the Model T. It ranks, or at 
least should rank, as one of the 
nation’s full-fledged tourist attrac- 
tions—a kind of midwestern 
Smithsonian Institution. The Ford 
Museum houses an awesomely rich 
collection of Americana from cigar 
store Indians to examples of ma- 
chine-age technology. 

Sense of History. Inspired by ou: 
writer’s enthusiasm, Forses editors 
did a little research and discovered 
that many another American in- 
dustrialist has shown the same ad- 
mirable sense of history by setting 
up company supported “museums” 
or “collections.” Most of these are 
small, closely related to the com- 
pany’s business and history. But 
they are as valuable to historians 
as they are fascinating to tourists 
and stray journalists. 

Consider, for example, the Wells 
Fargo History Room in San Fran- 
cisco. Things being what they were 
in the early days of the banking 
business, the collection is rich in 
Colt firearms, stage coaches, treas- 
ure boxes and reward posters. 

In Holland, Mich., Baker Furni- 
ture, Inc. has more than a beautiful 
variety of 17th and 18th century 
English, French and Italian pieces 
on display. It has, in addition, col- 
lections of old woodworking tools 
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and rare books on furniture design. 

Does the insurance business 
strike you as dull? In Philadelphia, 
the Insurance Co. of North Amer- 
ica has a fascinating display of 
old fire engines and superb models 
of other fire apparatus. 

In Corning, N.Y., where 20th 
century craftsmen turn out world- 
famous Steuben glass, the Corning 
Museum of Glass can show you 
specimens of the same art dating 
back to 1,500 B.C. 

In New York City, the Chase 
Manhattan Bank Museum of Mon- 
eys of the World is a numismatist’s 
heaven—more than 75,000 speci- 
mens of coins and paper money 
(not to mention wampum, arrow- 
heads and feathers used for ex- 
change) dating back to 3,000 B.C. 

More than Size. But with all due 
respect to these and perhaps 50 
more like them around the country, 
the Henry Ford Museum remains 
the greatest of its kind. The mus- 
eum itself is vast and boasts treas- 
ures in antique furniture and sil- 
ver as well as the airplane that car- 
ried Admiral Byrd over the South 
Pole. Adjacent to the museum is 
Greenfield Village where authentic 
replicas and transplanted originals 
of nearly 100 historic buildings 
stand in a lovely 200-acre setting 

On the day our editor was there, 
a group of French tourists came out 
of the red-brick building and 
headed straight for the benches 
nearby. It may comfort those of 
you who have worked up blisters 
touring Europe to know that like 
so many Americans emerging from 
the Louvre in Paris, the French 
tourists were exhausted. 





Nationaifiease 


PLAN FITS YOUR 
TRUCKING NEEDS? 


THE CHANGE-OVER PLAN—We take over ol! 
your truck and maintenance problems. We 
supply new trucks engineered to your needs (or 
we'll buy ond recondition your present fleet.) 
THE ADD-A-TRUCK PLAN-—As you expond, lease, 
don't buy, the additional trucks you need. 
THE TRUCK RETIREMENT PLAN—As your trucks 
become over-oge or inefficient, lease replace- 
ments until your fleet is completely mode up 
of efficient, leased vehicies. 

THE PILOT PLAN—Instoll full-service leased 
trucks in one locotion or division, then com- 
pore costs ond heodoches with trucks you 
still own. 

NATIONALEASE is the full-service LEASE- 
FOR-PROFIT woy to release capitol, relieve 
nerves... everything furnished but the driver! 


lease a new CHEVROLET or other fine truck. 
Neo investment, no upkeep, no headaches. 


Notiono! know -how; 
lecal controls 
—write for literoture. 


NATIONAL TRUCK LEASING SYSTEM 


Serving principal cities in the U.S. and Canada 


23 E. JACKSON BLVD.- SUITE R-11, CHICAGO 4, ILL. 





GROUND FLOOR 


OPPORTUNITY 


with coin-operated 


WESTINGHOUSE 
DRYCLEANING 
* MACHINES x 


There's only ene direction 
te go in the coin-opercted 
drycieoning business. Up! 
it's @ new end mushroom- 
ing business with plenty of 
teem fer ombitious men er women whe want te 
be their own bess. ALD, Inc. hes helped establish 
ever 13,000 prefiteble cola operated Westing- 
house | d quipped laundry stores. Now 
ALD, the industry leader, is looking for enter- 
prising poeple whe would like te ge inte the coin- 
dr The new Westing- 
heuse Sanieaning Machine provides a service thot 
everyone needs ond which is NOT duplicated in 
the home. The morket is i and i %, 
amazed with ‘‘do-it-theirself’’ drycleaning results, 
measure their savings in dollars each time 
they visit your store. Have our representative take 
you to a Westinghouse store in your locality where 
you can see for yourself the consumer acceptance 
ond profit potential. ALD will help on location, 
store 1 conti tion . . . will 
finance up to 90% of the equipment cost. Modest 
investment. Get in on the ground floor. Start by 
getting your informotive Free Copy of the New 
20-poge brochure, ‘‘Progress Report: Coin-Oper- 
eted Laundry and Drycleaning Stores'’ from our 
lece!l representative. Call or write 


ALD, Inc. ~™ 


7057 N. Western Ave., 
Chicago 45 
OFFICES IN PRINCIPAL CITIES 
ALD CANADA, Ltd., 
25 Belfield Rd., Rexdale (Toronto) 




















I READERS SAY 


Albatross Retained 


Sm: Your article about the Columbia 
Broadcasting System’s dismal flop in 
electronics (“Albatross Lifted,” Forses, 
Oct. 15) seems to be looking for logical 
reasons for its failure, when in actuality, 
its efforts were doomed from the start. 
The CBS television receiver, as any TV 
serviceman will tell you, was one of the 
worst horrors ever made. CBS tubes 
have a very poor reputation. The color 
system, originally approved by the FCC, 
was a mechanical monstrosity that would 
have set color TV back incalculably if it 
had found final approval. While most of 
the other networks are making the 
plunge into color, CBS appears to be 
color-blind. The albatross may be lifted, 
but the same incapable management pre- 
vails. 

—HERBERT RATNER 
Hicksville, N.Y. 


Sal Durante 


Sm: Thank you for sharing your feel- 
ings about Sal Durante (Fact & Com- 
ment, Forses, Oct. 15)—a story which 
beautifully exemplifies true values—the 
kind upon which America must stand. 

—Mary LaNnc 
Columbus, Ohio 


Lawrence Mill 


Sm: I was pleasantly surprised to see 
the old cut of the Wood Mill [located in 
Lawrence, Mass.] in your “Vanished 
Glory” (Side Lines, Forses, Oct. 15) 
story. . . . Down about 40,000 from its 
heyday population of 110,000, this tiny 
city now struggles to regain its “van- 
ished glory.” 

—CwHaries Leo CAREY 
Lawrence, Mass. 


Investors’ Folly 


Sir: I was delighted to see your article 
on the folly of trying to make money by 
following mutual fund portfolio changes 
(“Go And Do Likewise, Fores, Oct. 15). 
I have always been amused by friends 
who go to great effort to line up large 
numbers of mutual fund reports in the 
belief that they are about to get some in- 
side information from them. Your article 
ought to wake them up to their folly. 
Keep up the good work of alerting in- 
vestors to the facts! 

RONALD ROLFE 
Los Angeles, Calif. 


Sanctuary 


Sir: Perhaps I do not appreciate the 
subtleties of international relations, but 
I have a simple question to ask, inspired 
by your article on the Canadians who 
swindled U.S. investors on a phony 
mine deal. (“The Little Mine That 
Wasn't,” Forses, Oct. 15). The question: 
Why does a friendly nation harbor such 
crooks? 

—JANE SEITER 
Brooklyn, N. Y. 


For more news on stock swindlers hid- 


ing beyond the reach of U.S. justice see 
“The Good Life” on page 16 of this issue 
—Eb. 


Case Study 


Sir: The disease at Case (“The Sad 
Case of J.I. Case,” Forpes, Oct. 1) is the 
same disease that is common to our 
whole society. Mr. Grede has stood 
solidly on the ground and has had the 
genuine courage to swing the ax with 
the same feeling of humane dedication 
displayed by a surgeon cutting out can- 
cer. ... In the citrus business in Florida 
we must prune our trees regularly, lest 
the deadwood kill the tree itself. 

—Cart ZIMMERMAN 


Winter Park, Fla. 


Steel Prices 


Sm: Your statement (“Steel Prices: A 
Dangerous Approach,” Fact & Comment, 
ForseEs, Oct. 1) seems to me to be one 
of the best of the many inspired by 
President Kennedy’s recent letters on the 
subject of steel prices . . . As you say, 
recent actions in that area have been 
ill-advised, and are a cause for deep 
alarm. 

—W. A. STEELE 

Chairman and President, 

Wheeling Steel Corp 

Wheeling, W. Va. 
Paar Marks 


Sir: I think that you owe Jack Paar an 
apology (Fact & Comment, Forses, Oct. 
1) in view of the fact, now substantiated 
by many reliable sources, that there was 
nothing objectionable about his Berlin 
film and that the officers who were dis- 
ciplined for their part in it have been 
fully restored to their status. 

—Daisy S. MINCHEN 
Carrol, Iowa 


Sm: A “well done” to Mr. Forbes for 
his article “What A Pair” in the Oct. 1st. 
issue. 

—W. N. RAMSEY 
Washington, D.C. 


Sir: Your comment appears to me to be 
quite as asinine as you assumed were the 
antics of Jack Paar’s television show in 
West Berlin. 

—J. H. Lieck 
San Antonio, Tex. 


Sir: While I am of the opinion that 
Paar is an egotistical ass at times, he is 
entitled to fair play, as is any United 
States citizen. 

—M. J. FLANNIGAN 
Omaha, Nebr. 


Losing Face 


Sm: In all kindness and humility, | 
strongly suggest that Malcolm Forbes 
consider sitting for a new picture for 
Fact & Comment. 

—T. H. Younc 
Cedar Rapids, Iowa 


We hope you consider the one in this 
issue an improvement—M.S-F. 


ForBES, NOVEMBER 1, 1961 





PLANT LOCATION 
SERVICES 


Northern’s location staff analyzes all 

important factors—sites, sources of 

supply, markets, power and fuel, finan- 

cing sources, community environment— 

all tailored to your needs. For these free 

services to help you select the most 
NORTHERN 


profitable location: 
PLAINS 


NORTHERN NATURAL GAS COMPANY 


SERVING THE NORTHERN PLAINS () GENERAL OFFICES: OMAHA, NEBRASKA 


ASK THE MAN 
FROM THE 





Mr. Manufacturer: 


How much does 
it cost you 
when your 
warehouse Is 
half empty? 


Every vacant square foot increases 
your product cost. For maximum 
flexibility and economy, public 
warehousing is your most profitable 
answer. Investigate the competi- 
tive advantages of the AWA Pay- 
as-you-use Plan. 


Write for Free Directory listing locations 
and space availabilities to fit your needs 


512 Members Offering 
1,273 Distribution Centers, 
Merchandise Warehouses 
& General Storage Facilities 
American Warehousemen's Association 
222 W. Adams St. + Chicago 6 + Randolph 6-5550 
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TRENDS & TANGENTS § 


Crimson Warning. Noting that Har- 
vard received no less than a quarter 
of its budget from the federal Gov- 


ernment, Harvard President Nathan | 
Pusey warned that such funds tend to | 


unbalance the university by empha- 
sizing research over teaching and 
science over the liberal arts. Research, 
insisted Pusey, could be effective in 


| the long run only in a university that | 
| maintained its academic balance. 


Foreign Footholds. Foreign subsidi- 


aries and branches of U.S. chemical | 


companies made and sold some $3.3 
billion worth of chemical products 
last year—nearly twice the $1.7-bil- 
lion value of U.S. chemical exports. 
a e 
Big Pay-off. Reality in Advertising, 
a hard-boiled exposition of hard-sell 
advertising techniques published last 
spring by Rosser Reeves of the Ted 
Bates agency, quickly became re- 
quired reading on Madison Avenue. 
More important than royalties, how- 
ever, was the $18 million in new busi- 
ness the book brought in. Reeves 
claims that (among others) the $12- 
million Mobil Oil and $1.5-million 
Pakistan International Airline ac- 
counts were direct results of his opus. 
* a ° 


Much Ado About Little. Newburgh, 
N.Y.’s City Manager Joseph Mitchell, 
who reaped many a headline with his 
fight to cut city expenses by slashing 
relief rolls, has just presented a new 
city budget for 1962 with the boast 
that it would save property owners 
five cents on each $1,000 of assessed 
valuation. Thus, on a house assessed 
at $20,000, a saving of $1. 

° . . 

No Fear. Vice President John Hop- 
kins boasts that Morgan Guaranty 
Trust has accounted for 28° of all 
CDs (certificates of deposit, or ne- 
gotiable corporate time deposits) is- 
sued by New York banks. “Other 
banks haven't aggressively promoted 
CDs,” says Hopkins, “because they 
feared a shift from their regular cor- 
porate deposits. 
issued over $300 million worth of CDs 
without losing even $1 million of our 
regular deposits.” 

« © ~ 


Population Growth. So many new | 


enterprises have been spawned by the 


| boom, say the Japanese, that they 


have been forced to open another 
stock exchange. The Second Market, 
which the Japanese compare with the 
American Stock Exchange, anticipates 
(CONTINUED ON PAGE 53) 
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Forecast for energy: 


America’s industries will demand 
twice as much energy by 1980 


Industrial research has spawned a list of new products that’s almost 
endless, with more on the way. For instance, output of synthetic 
materials — including fibers, plastics, rubber — has tripled in the 
past ten years. New uses for steel and aluminum... new space 
age metals ...all require heat for manufacturing and process- 
ing. And heat is energy. The nation will consume twice as much 
energy by 1980. 


Where will it come from? Much will come from existing 
sources, some from new ones. Whatever the source, a large 
portion will be transported via pipelines. Texas Eastern — 
pipeliner of energy — constantly searches for new energy sources, 
while expanding its present systems. Already, our natural gas 
pipelines, which stretch from the Mexican border to the Atlantic 
Seaboard, have capacity to fuel thousands of factories and heat 
millions of homes. Our Little Big Inch system delivers ever- 
increasing volumes of finished petroleum products — energy in 
liquid form — from Gulf Coast refineries to Midwest markets. 
With the future bringing new and greater demands, Texas 
Eastern dynamically grows and diversifies today to meet tomor- 
row’s energy needs. 
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TEXAS O EASTERN PIPELINERS OF ENERGY 


TEXAS EASTERN TRANSMISSION CORPORATION «+ HOUSTON, TEXAS 
PRODUCERS « PROCESSORS « TRANSPORTERS: NATURAL GAS « CRUDE OIL » PETROLEUM PRODUCTS 
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HERE ARE THE KINDS OF 
VITAL QUESTIONS NEWSWEEK 
ANSWERS EVERY WEEK... 


What crucial international problems will soon 
test the strength of U.S. alliances abroad? 


How will the UN's changing balance of power 
influence its policies? 


Will the U.S. tie more strings to its foreign 
economic aid programs? 


What effects will European trade blocs have 
on U.S. business? 


How can you finance your child’s college education? 


What big breakthroughs are near in the treatment 
of cancer? Crippling arthritis? Cerebral palsy? 


What is the mood on Wall Street now? 
Is a big “buyer’s market” in housing coming up? 


What amazing new atomic devices are 
American scientists developing? 

What’s the present short-range, long-range 
outlook for business? ‘ 


Which areas of national activity should you watch 
most closely to keep ahead of new trends? 


VERY WEEK, discover how only 
NEWSWEEK reports the 
important news — probes the big 
questions which have the greatest 
meaning for you and your family. 
Will inflation “eat away” your 
life’s savings? Does Khrushchev 
have more Berlin-type crises 
planned for the U.S.? How will the 
President’s plans for wide-ranging 
social changes affect you? 


Every week NEWSWEEK gives 
you the facts you need about ques- 
tions like these—reported in a style 
that’s clear and straight-from-the- 
shoulder — never smug or smart- 
alecky. When you read NEWS- 
WEEK you are never left to wonder 
“what’s next?”... you know! 

NEWSWEEK provides you with 
the broadest coverage of world 
news, especially in those areas of 
vital interest to you and your fam- 
ily. This means that you know what's 
going on in politics, government, 
national and international affairs, 
business, finance, art, religion, .edu- 
cation, science, medicine, literature, 
theater, movies, radio and television. 

NEWSWEEK's reporting-in- 
depth goes further than just report- 
ing all the important news and re- 
vealing its significance for you. It 


brings into focus the events and 
their meanings—with many exclu- 
sive EXTRA features. You get The 
Periscope—exciting pages of predic- 
tions of what lies ahead for Wash- 
ington, the nation and the world. 
You get Significance Reports on 
taxation, education, foreign trade 
and other phases of our national 
life. You get N.J.C.B. Surveys on 
capital appropriations to help you 
size up business trends. You get 
Space and the Atom, Provocative 
Opinions and other features designed 
to help you understand the news 
and its meaning. 

Events are moving swiftly during 
these crises-filled months. Never has 
your need to keep fully informed 
been so great. Take advantage of 
NEWSWEEK’s introductory offer 
—40 weeks for only $2.97, about 
7¢ a copy. These same issues would 
cost $4.62 (about 11¢ a copy) on 
our regular subscription; $10.00 
(25¢ a copy) at your newsstand. 

Read just three issues; you must 
be satisfied with NEWSWEEK’s 
coverage of the news and how it 
relates to you, or receive a full 
refund on the unfulfilled portion 
of your subscription. Send no money 
unless you wish. But mail the cou- 
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“With all thy getting get understanding” 


FACT AND COMMENT 


by MALCOLM S. FORBES 





FACT: 
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THE REASON 


Why does Lord Russell do it? 
As one of the greatest logicians 
of this century his action has, 
for him, the inevitability of a 
logical deduction. 

is is his argument as he 
gave it to me. 

“In a nuclear war it is pretty 
certain that every inhabitant of 
Britain would perish in half an 
hour. If Russia attacked Bri- 
tain alone, at the end of half 
an hour we would all be dead 
and I think it unlikely that 
America would come in. What 
would be the point? 

“If Britain disarmed, Russia 
would have no reason to attack 
us 


“I don’t want Britain to dis- 
arm alone—I want general and 
complete disarmament. But all 
disarmament conferences since 
1945 have failed. 


and COMMENT: 





ForBES, NOVEMBER 1, 1961 


Russell jailed but ban-the-bomb fight goes on 


“At disarmament conferences 
neither side will accept each 
other’s proposals because the 
other side made them. What is 
needed is for the neutral 
nations to suggest a com- 
promise scheme that both could 
adopt without loss of face. 

“If Britain disarmed she 
could lead this party of neutrals 
and enormously increase their 
influence. They might get 
somewhere. I think this is the 
road to general disarmament.” 

And so Lord Russell’s unemo- 
tional gravel voice reached his 
conclusion. “There is no safety 
in the power to retaliate. No- 
body who had looked at the 
—_ as I have would believe 
that.” 


by 
PETER LEWIS 


DAILY MAIL, Wednesday, Sept. 13, 1961 








THE PRICE OF SUCCESS 


Some of the biggest bores I’ve ever known are men who 
have been highly successful in business, particularly some 
“self-made” heads of big companies. 

Before the first olive has settled into the first martini, 
they pour the stories of their lives into the nearest and 
sometimes the remotest ears captureable. If it’s at dinner, 
by the time you've had a third telling along with the third 
course, you're anesthetized, if lucky, or ready to run, not 
walk, to the nearest exit. 

These men have indeed paid the price of success. To 
rise to the top of a big company often takes a totality of 
effort, concentration, dedication. 


Others, too, have to pay part of the price. Wife and 
children are out of mind even when in sight, subject to 


fitful gusts of affection and more frequent outpourings of 
the things that money can buy. There is no time for 
friends unconnected with the business at hand. 

There is also danger to others in the success of this 
type. Having “made good” in the world of business, sur- 
rounded at the office and elsewhere by the duly Respect- 
ful, Worshipful and Dependent, our Man At The Top 
often comes to think that his opinions on all matters are 
as important as those made at his desk. 

I will never forget how shocked I was as a young man 
to hear some of the comments on national and world 
affairs made by one of the most important businessmen 
in this country at that time. His was a name spoken with 
reverence on Wall Street and Main Streets everywhere. 
He knew his business, the biggest of its kind in the world, 
inside out. But he had everything else he talked about 
upside down. At dinner with my father one night in 1938, 
I heard some of his observations. Hitler? Straightening 
out Germany and fixing the Reds. Roosevelt? Somebody 
ought to have shot that s.o.b. years ago. League of Na- 
tions? An international conspiracy to involve this country 
in Europe’s old quarrels. Unions? Comment unprintable. 
These were the opinions of a man who headed for two 
decades a company employing thousands and whose poli- 
cies had a major impact on countless other companies! 

Fortunately, he was a skinflint and didn’t put his money 
where his mouth was. In Texas today, some of the oil- 
made millionaires do. When their money bags begin 
bursting at the seams, they are not content to spout oil 
talk or use the leisure time success has provided them to 
broaden their own horizons. They promptly want to 
remake the country and the world in their image. When 
people and nations don’t fit the prejudices born of their 
ignorance, they promptly want to Birch them into shape. 

Does success in business really have to be at the cost 
of so many and so much? Of course not. And nine out of 
ten businessmen in America today are proof of the fact. 

But, please, save us from the others—both at the 
dinner table or at the helm of men’s affairs. 
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MANAGEMENT 
SHOULD OWN STOCK 


Periodically the question of whether or not a company’s 
management should be expected to hold an appreciable 
number of its shares comes up for discussion. Forses has 
long expressed the opinion that they should. 

There are arguments on both sides, but the ones oppos- 
ing the idea strike me as pretty flimsy and usually valid 
only in exceptional cases. Obviously if you can add to 
your board of directors someone whose presence opens 
new avenues for needed financing, or whose interest in 
your company provides entree to substantial new cus- 
tomers, the company would be foolish to bar him from 
the board because he wasn’t a sizable shareholder. On 
the other hand, if he is willing to join your board and his 
presence is going to add such obvious pluses, this pre- 
sumably will be reflected ultimately in increased stock 
prices. The fellow should want some shares. 

If it’s a new top officer you are thrilled to have, but he 
doesn’t have the ready cash to become promptly a sizable 
stockholder, stock options and loans can do the trick. If 
he is as good as you and he think, it’s hardly fair not to 
“include him in” on the capital gains fruit of his labors. 

It was very heartening to see a recent compilation by 
the New York Stock Exchange on the direct and indirect 
management ownership interest in 245 listed companies 
The compilation revealed that management ownership 
among these 245 of their outstanding common stock 
divided as follows: 

companies—less than 10% 
companies—10% to 19% 

7 companies—20% to 29% 
companies—30% to 39% 
companies—40% to 49% 
companies—50% and over 

Personally I can’t think of many circumstances in which 
I would buy stock of a company whose management by 
its lack of holdings reflected its own lack of confidence in 
the company’s future. My reasoning is simple: If it’s a 
good thing for me to buy, why haven’t those who pre- 
sumably know it best done so too. Some interesting 
examples follow: 


MANAGEMENT HOLDINGS 


Shares 
Outstanding 

8,641,104 11% 

8,725,750 39 
26,976,405 25 
51,325,274 32 


13,388,650 
7,876,667 





% Held By 


Company Management” 


Columbia Broadcasting System 
Distillers Corp.-Seagrams 
Firestone Tire & Rubber Co. 
Minnesota Mining & Mfg. Co. 


Olin Mathieson Chemical Corp. 
Outboard Marine Corp. 
Smith Kline & French 14,641,504 
Sun Oil 13,046,590 

*Includes family and estates, family trusts or foundations and 
management (officers and directors). 
SOURCE: The Exchange. 
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CORPORATE MANAGEMENT 


UNDERPAID 
BRASS? 


How much is a good board of 
directors worth? A lot more, 
concluded International Min- 
erals & Chemical, than most 
of them have been getting. 





CONSIDERING its importance in the 
corporate scheme of things, the board 
of directors of most major companies 
costs remarkably little money. A 
survey a few years ago by the Na- 
tional Industrial Conference Board 
showed that over half the reporting 
companies paid their outside directors 
$100 or less per meeting and that one 
company in 15 paid its directors noth- 
ing at all—most apparently counting 
on the honor and influence bestowed 
as reward enough. 

More than one experienced ob- 
server of the industry scene has felt 
that this whole system was ridiculous 
and a number of companies have at- 
tempted to put directors’ compensa- 
tion on a worthwhile basis. One of 
the more dramatic moves in that 
direction came last month when 
stockholders of International Minerals 
& Chemical Corp. voted (by a margin 
of 15 to 1) to raise the pay of 
IMC’s ten outside directors from 
$3,000 to $10,000 per year. The money 
so credited to each director may, at 
his option, be put in a deferred ac- 
count. Deferred payments will be in- 
vested in IMC common, with dividends 
credited as declared. 

A Small Group. The change put IMC 
in a relatively small group of U.S. 
corporations—almost all of which are 
bigger than IMC. The NICB study 
showed there had been little change 
in directors’ compensations since the 
grim Thirties—and relatively little 
relationship between compensation 
and size of company. The half of the 
reporting companies that paid their 
outside directors $100 or less per 
meeting included as sizable a firm 
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as American Machine & Foundry. At 
the other end of the scale were half- 
a-dozen companies that paid annual 
retainers of $10,000 or more; three of 
these were oil companies, though the 
most generous (at $10,200) was a 
maker of general industrial machin- 
ery. In between were companies like 
Sperry Rand, which pays $5,000 per 
year, and Union Carbide, which pays 
a $3,000 retainer plus $300 per meet- 
ing. And smallish Rexall Drug & 
Chemical pays $200 per meeting, the 
same as big Allied Chemical. 
Time-Taker. In deciding to jump at 
one bound into the class of such big- 
timers as Socony Mobil (which also 
pays $10,000), IMC was moved by 
what it expected of its board mem- 
bers. Said Treasurer Richard A. 


IMC’S PRESIDENT TOM WARE (top) 
& CHAIRMAN LOUIS WARE 


FINANCE 


November 1, 1961 


Lenon, who had been constituted a 
one-man task force to study the situ- 
ation: “The amount of work going 
out to the directors each week was 
growing to the point where we 
doubted whether our own compensa- 
tion was adequate.” 

No Sinecure. Chairman Louis Ware, 
father of IMC President Thomas M. 
Ware, elaborated the point. “We are 
a growing company and a risk com- 
pany,” he said. “We want to attract 
not only good names, but also men 
who will spend time on our problems 
For example, a committee of outside 
directors gave a great deal of time 
to a plan for compensation of our 
officers.” He added that the method 
of payment, with deferred compen- 
sation in IMC stock, would 
to give directors an increasing per- 
sonal stake in the company. 

What about stockholder 
It is no secret that many companies 
feel that directors’ compensation is a 
touchy subject, fearing squawks from 
stockholders. “I'll tell you this,” re- 
torts Chairman Ware. “We expect to 
get our money’s worth out of these 
men.” Adds he firmly: “The trend 
is all toward paying directors for their 
services.” 


serve 


reaction? 


STEEL 


SLOW BUILDUP 


What's holding steel back? 
A number of factors, some of 
which are basically healthy. 


DISAPPOINTING as 1960 earnings were, 
many a steel company will conside 
itself lucky to do even that well in 
1961. This became clear last month as 
one big steel producer after anothe: 
began reporting operating results for 
the third quarter 

Almost without exception, profits 
were dramatically better than in the 
third quarter of 1960. But that was 
hardly surprising: a year ago indus- 
try operating were tumbling 
toward their lows in the recent brief 


rates 
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recession. Last month third-ranking 
Republic Steel reported earnings per 
share of 8lc vs. 47c the year before. 
Fourth-ranking Jones & Laughlin 
showed one of the sharpest year-to- 
year gains of all—$1.24 vs. 40c. 

Still Behind. Nevertheless, for the 
first nine months as a whole, nearly 
all the major steel producers were 
substantially behind the first nine 
months of 1960 (see table). One ex- 
ception was Kaiser. With a huge debt 
to carry, Kaiser was severely pun- 
ished in the downturn last year. The 
same leverage is making its comeback 
look unusually strong this year. 

The big factor in the unfavorable 
comparison for the others was the 
enormous boost steel company earn- 
ings received in the first quarter of 
1960, when many companies set rec- 
ords in shipments to meet pent-up 
demand in the wake of the longest 
steel strike in history. Operating rates 
this year have been improving, but 
not enough to give profits the kind of 
push they received early in 1960. 

One reason for the disappointingly 
slow pickup, said Republic’s President 
T.F. Patton, was the strikes in the 
auto industry (“the biggest single 
consumer of our steel”). But more 
basic was the now chronic refusal of 
steel users to carry big inventories of 
steel. “The failure of consumers to 
build stocks to levels that used to be 
considered normal will wipe out sev- 
eral million tons of steel from 1961 
production,” said the respected in- 
dustry publication The Iron Age. 

Bright Spots. Yet the lack of inven- 
tory building had its bright side. With 
orders tightly matched against actual 
consumption, further pickups in the 
economy should quickly lead to big- 
ger orders since there is very little 
extra steel in users’ hands. 

There was one additional bright 
aspect to last month’s earnings re- 
ports. Without exception, every one 
of the major steel producers is now 
covering its dividend payout. 





THE LONG VIEW 


Although steel earnings in the third quarter looked good compared with 
the year before, they still left most major companies substantially behind 
for the first nine months as a whole and even further behind their 
record years. Here was the way the first reporting companies looked. 


TOBACCO 


HIDDEN 
PROGRESS 


Liggett & Myers’ recent news 
has been consistently dis- 
appointing. Beneath the 
surface, however, its new ex- 
ecutive team has made con- 
siderable progress. 


Asout the best that can be said for 
the recent history of Liggett & Myers,* 
the U.S.’ third-ranking cigarette com- 
pany, is that it has been consistent— 
consistently mediocre. For a decade 
Liggett & Myers (see chart) had gone 
nowhere in sales or earnings, while 
most of its major competitors pro- 
gressed mightily. Last year, L&M’s 
Chesterfield, long one of the top three 
brands, dropped to seventh spot in 
the industry, with Chesterfield regu- 
lars dropping faster in sales than the 
king-size version expanded. 

This year things merely got worse. 
The dip in the company’s 1961 net 
(from $3.37 to $3.02 a share in the 
first half, as Reynolds, American, 
Philip Morris and Lorillard were all 
posting gains) had Chairman Wil- 
liam Blount frankly upset: “You can 
blame me for some of it,” said he to 
stockholders. “It’s most humiliating.” 

Change in Process. But today’s fig- 
ures—themselves the result of yes- 
terday’s performance—should not con- 
ceal the ferment under way at Liggett 
& Myers. Most important is Blount’s 
executive rebuilding program, sig- 
naled in mid-August when he him- 
self stepped up to the chairmanship, 
brought up veteran (since 1922) to- 
bacco man Zach Toms to take over 
the presidency. Under Blount (who 


a & Myers Tobacco Co. Traded 
NYSE. Recent price: 10214. Price range 
1961) : high, 1067,; low, 813g. Dividend (1960) : 
$5. Indicated 1961 payout: $5. Earnings per 
share (1960) : $6.96. Total assets: $393 million. 
Ticker symbol: LM. 








3rd Quarter 
Company 1961 1960 


EARNINGS PER SHARE 


$3 Months Total 
1961 1960 1960 





_Best_Year_ 





Republic Steel 
Jones & Laughlin 
Youngstown Sheet 
Crucible Steel 
Armco 

Kaiser 


d-Deficit 


$0.81 
1.24 
1.47 
0.10 
0.98 
2.09 


$0.47 
0.40 
0.77 
40.51 
0.79 
d2.02 





$2.16 
2.65 
4.58 
40.35 
2.55 
3.19 


$3.36 
4.04 
7.38 
0.19 
4.76 
d3.49 


(1956) 
(1955) 
(1956) 
(1951) 
(1955) 
(1956) 


-BEHIND- 
THE 
PARADE 


Whether in sales or earnings growth, 
Liggett & Myers has lagged so far 
behind its major competitors in recent 
years that it would scarcely seem to be 
in the same industry. 

















*Excludes Federal Excise Tax From Sales 

















remains chief executive officer) and 
Toms, a revamped executive corps 
operates with far clearer lines of au- 
thority. Said Blount last month with 
feeling, “The changes, thank the Lord, 
are mostly behind us.” 

Even Liggett & Myers detractors 
have long granted the company a 
superb production competence; its 
obvious troubles were sales and mar- 
keting. Here Blount and Toms have 
taken a leaf from R.J. Reynolds, which 
has kept all its advertising under the 
William Esty Co. roof for 28 years. 
All the Liggett and Myers’ brands, 
previously split between two Madison 
Avenue shops, have been turned over 
to J. Walter Thompson, which has al- 
ready come up with a promising 
Chesterfield jingle (“Twenty-one 
great tobaccos make twenty wonderful 
smokes”). However, the greatest gains 
L&M hopes to get from its new agency 
approach are continuity and consist- 
ency—continuity in the appeals made 
for each brand and enough consist- 
ency to keep the company’s major 
brands from fighting each other. 

Realism. Said soft-spoken Presi- 
dent Toms, in his pleasant North 
Carolina drawl, “We’ve never thought 
there was any magic to improving 
sales.” But he did think there was too 





much work to be done in im- 
proving relations with the corner 
druggist (for example, via more 
effective displays). To this end, 
L&M now has a new sales vice 
president and a newly created 
vice presidency for marketing. 

Neither Blount nor Toms, 
however, was in any hurry to 
claim that Liggett & Myers had 
already turned the corner. De- 
spite improvement in foreign 
sales (the company is the biggest 
U.S. exporter of cigarettes, with 
overseas volume running about 
17% of its U.S. unit sales), 
third-quarter earnings were 
only $1.73 per share on sales of 
$133.1 million, vs. last year’s 
$1.83 on $141.5 million. The new 
Chesterfield campaign? “It will 
take six months to tell,” said 
Blount. 

That does not mean that Lig- 
gett & Myers $5 dividend is in 
any imminent danger. Even if 
the company’s earnings contin- 
ued to drift downward at the 
worst rate it has shown in recent 
years, it would take some time to reach 
the $6 level. And such are Liggett & 
Myers payout proclivities that it has 
been known to declare $5 in dividends 
on earnings of only $5.11. 

But more important than these de- 
fensive strengths are the prospective 
rewards from any future improvement 
in the company’s fortunes. Today it 
is in the interesting position where 
none of its turn-around efforts add 
significantly to its costs—whether in 
advertising, executive personnel or 
whatnot. Thus any sales improvement 
should be immediately (and richly) 
reflected in profits—which is more 
than most U.S. companies can say 
these days. 


CHEMICALS 


EXECUTIVE 
MOONLIGHTER 


Ambitious John Snyder is 

handling two major corpo- 

rate jobs at once. Neither of 
them are sinecures. 


It wouLp be hard to find an executive 
working harder these days than am- 
bitious John I Snyder Jr. In addi- 
tion to his duties as head of U.S. In- 
dustries, he has become General 
Aniline & Film Corp.’s* chairman 
and chief executive officer. For han- 

*General Aniline & Film Corp. Traded over- 
the-counter. Recent price: . Price range 
(1961): high, 390; low, 220. Dividend (1960) : 
none. Indicated 1961 payout: none. Earnings 


per share (1960): $9. Total assets: $181.4 
million 
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dling USI's full roster of problems 
(its sales dropped from $110 million 
in 1957 to $88 million last year), 
Snyder draws $90,000 a year in his 
capacity as chairman and president. 
His salary for taking on GAF’s chores: 
exactly nothing, for the time being. 
“To be perfectly frank, it’s an oppor- 
tunity to increase my reputation,” 
says he. “If I can substantially im- 
prove the company, then I think I 
may deserve some compensation.” 

Within days of his election, Snyde1 
last month was off on a tour of the 
chemical, dyestuff and photographic 
products maker’s major facilities and 
met with the men who make them run. 
Returning to New York a week later, 
he quickly made it clear that he is not 
entirely happy with what he saw. “The 
performance of this company has been 
mediocre,” says Snyder flatly. “There’s 
been a drift and dream attitude which 
I intend to change.” 

In the past decade, it is true, Gen- 
eral Aniline’s sales have risen 60°% 
to some $160 million; earnings have 
been up 45% to $9 per share. But 
over the same period, Eastman Kodak, 
a somewhat similar blend of chemi- 
cals and photography, has raised sales 
74% and earnings 158%. GAF has 
also run a poor second in profitability. 
Last year it netted 4.5 cents on each 
dollar of sales vs. Kodak’s 13.5c. 

The Dead Hand. General Aniline’s 
main problem has been the heavy 
hand of the U.S. Government, which 
holds some 98% of its stock—all but 
the 52,000 Class A shares which trade 
over-the-counter. Thus Snyder’s real 
boss is Attorney General Robert F. 
Kennedy’s Justice Department. The 


LIGGETT & MYERS’ BLOUNT (left) & TOMS: 


they consolidated on Madison Avenue 


current situation has prevailed since 
the World War II days of 1942 when 
the U.S. seized the LG. Farben- 
founded company as enemy property 

For the past 13 years, the Attorney 
Generals have hoped to sell shares to 
the public. They have so far been 
blocked in the courts by Interhandel, 
a Swiss-based holding company which 
the U.S. feels is merely a front for 
the old Farben interests. Interhandel 
claims to be rightful owner of the 
seized shares. 

Government control and the pro- 
longed legal struggle have created a 
set of operating handicaps faced by no 
other company. GAF is barred from 
equity financing, making mergers and 
new financing difficult. It cannot offe1 
stock options. Moreover, GAF’s board 
and top officials change with each new 
administration in Washington. 

Room for Action. Snyder is resigned 
to a continuation of the legal tangle 
He expects the court fight over the 
sale to rage for at least six 
years. Meanwhile, he says, there is 
plenty that can be done to fulfill 
General Aniline’s once bright promise 
Five years ago, the company’s Ozalid 
products looked like the hottest things 
in the office duplicating and copying 
field. Today this is no longer so 
Once Ansco film could be found 
wherever Kodak’s was sold. Even as 
late as 1955, Ansco scooped Kodak 
with a new high-speed color film. But 
its supremacy over its rival, even in 
this small area, lasted only two years 

“Ozalid and Ansco got soft 
stayed soft,” says Snyder. To remedy 
that, he proposes to speed up research 
in progress, talks of unveiling new 


more 


and 
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{ITTORNEY GENERAL KENNEDY: 
did Bobby give him... 


copying products “within months.” He 
also plans to speed up GAF’s slug- 
gish decision-making process. 

A Free Hand From Bobby? In spite 
of the legal situation, Snyder claims 
he has the power to do the necessary. 
“For the first time,” says he, “this 
company has been freed to operate 
without politics.” 

Snyder confidently talks of revers- 
ing the situation within six months. 
That, if he can do it, will be quite an 
accomplishment. Especially so, con- 
sidering the simultaneous problems 
he faces at USI. But there can be little 
doubt, at least, that Snyder has a free 
hand from Bobby Kennedy for deal- 
ing with General Aniline’s problems. 
Why else would a man who so ob- 
viously does not need the job take 
on so tough an assignment? 


LOW FINANCE 


THE GOOD LIFE 





In spite of the new U.S.- 


Brazil extradition treaty, 
promoters-on-the-lam Cage, 
Birrell and Belle will prob- 
ably go on living it up in Rio. 


By present-day standards, Sam Insull 
(see box) was lucky. In the years 
since the great corporate pyramid 
builder’s European hegira, the U.S. 
has labored diligently to close the 
other escape hatches all over the 
world with extradition treaties. In 
1930 it slammed the door on Austria, 
in 1933 on Albania, next door to 
Insull’s Grecian sanctuary. Just be- 
fore the war it got around to moun- 
tainous Liechtenstein and Mediter- 
ranean Monaco. 

In recent years, it 
has become the 
cans who fo: 


is Brazil that 
Mecca for Ameri- 
one reason or an- 


GENERAL ANILINE’S SNYDER; 


a free hand? 


other prefer to evade the lengthen- 
ing arm of American law. But now 
the end is in sight even for Brazil. 
Last January the U‘S. finally ratified 
an extradition treaty with Brazil and, 
ever since, has been waiting patiently 
for that country to follow suit. 

Tricky Trio. Three American ex- 
patriates now living in Brazil have 
followed all this with a more ‘than 
casual interest. The three are Earl 
Belle, Lowell Birrell and Benjack 
Cage. Like Insull, all three hurriedly 
departed the U.S. when their totter- 
ing financial promotions proved too 
unstable to withstand judicial scru- 
tiny and fled beyond the reach of 
extradition treaties. 

First to arrive was Benjack Cage, 
onetime insurance executive, who 
showed up in 1956 after Texas au- 
thorities charged him with having 
embezzled $100,000 from a defunct 
insurance combine. Convinced he 
could beat the rap, Cage later re- 
turned to Texas for trial and got ten 
years for his trouble. Cage promptly 





INSPIRATION 
INSPIRED by Samuel Insull’s flight 
to Greece to escape extradition and 
prosecution after collapse of the 
financier’s utility empire in 1932, 
Poet Ogden Nash penned “Ma, 
What’s A Banker? or Hush, My 
Child.” It concluded: 
May he someday find peace 
In a temple in Greece, 
Where the government harbors 
no rancor; 
May Athens and Sparta 
Play host to the martyr, 
And purchase a bond from the 
banker. 
With the banker in Greece, poor 
thing, poor thing, 
We can cling to our fleece. 


Hot Cha! 





Copyright 1933 by Ogden Nash 








appealed, skipped out on $15,000 bail, 
and beat it back to the land of the 
carioca and the coffee bean. 

Belle, now 28, youngest of the trio, 
arrived in 1958 from Pittsburgh afte: 
stockholders of his Eastern Invest- 
ment Development Corp. noticed that 
$875,000 of company funds were miss- 
ing—which they suspected had found 
their way into young Earl’s pocket 
On arrival, Belle announced he was 
broke and living off $2,600 his blonds 
wife, Naoma, had squirreled away in 
her private little tin box. If 
Belle apparently had found 
secret way to stretch money: he and 
his wife promptly rented expensi\ 
quarters on Rio’s gleaming Copaca- 
pana Beach. 

Birrell, the biggest operator of th 
trio,* disappeared in 1957 with some- 
thing like $14 million in (Swan-Finch 
and Doeskin Products) stockholders 
money. He turned up in Rio in 1959 
after a prolonged junket through Eu- 
rope with a buxom redhead 
Rosemary Madden, his_ constant, 
though far from sole, female compan- 
ion. “I never stole a nickel in my life,” 
Birrell insisted righteously, but how- 
ever his gains were gotten, he was 
far from broke and he soon set him- 
self up in a plush apartment in Rio’s 
Santa Teresa district, took on a one- 
time Rio cop as his bodyguard and 
settled down to life as an exile. 

The Sweet Life. Since then, Cage. 
Birrell and Belle have all prospered 
handsomely. All continue to lead the 
lives to which they accustomed them- 
selves back in the States, Birrell with 
his characteristic verve and flam- 
boyance, Cage with his characteristic 
reticence and outward conservatism, 
Belle with his familiar little-boy- 
who-outsmarted-the-teacher air. 

Birrell has set himself up as a solid 
businessman. Announcing originally 
that he was prepared to sink $5 mil- 
lion (source unknown) into an elec- 
tronics business, Birrell became so 
enraptured by the potentialities of the 
Portuguese-speaking republic that he 
set up a business research outfit in- 
stead. Currently he is compiling an 
information book on local investment 
opportunities. 

“I covered the country by plane, 
jeep, horseback and boat,” Birrell 
burbles at the slightest excuse, “and 
the possibilities here can’t be imag- 
ined.” After hours, however, Birrell 
relaxes his guard and wanders through 
the Copacabana drinking and spend- 
ing prodigiously, picking up checks, 
squiring girls and proclaiming the 
virtues of Brazil’s natural resources. 


true, 


some 


named 


*Birrell's dealings were still having reper- 
cussions. Earlier this year an SEC investiga- 
tion of the Gerard Res, Birrell’s brokers in 
the Swan-Finch deal, exploded into a scandal 
that rocked the American Stock Exchange 





“I've had fun in many parts of the 
world,” he’s been heard to say on 
more than one occasion, “but I’ve 
never met anything like Brazilian 
women. They’re magnificent!” 

Cage leads a somewhat more pro- 
vincial life with his wife, an ex- 
model, in somewhat southerly Sao 
Paulo. Cage divides his time between 
his favorite pastimes: watching 
soccer, the Brazilian national game; 
taking in western movies; and count- 
ing the profits that roll in from his 
prosperous ranch and rubber planta- 
tion in Mato Grosso. After an early 
and profitable flyer in a land de- 
velopment outfit, Cage settled down 
to raising blooded cattle and pedi- 
greed hogs, not long ago set up a 
farm-financing and development 
company to supply everything from 
seed to stock to neighboring farms. 
Cage finds Brazil's high interest rates 
especially congenial, reportedly rakes 
in a 200% return on his loans ove! 
a two-to-four year period. 

Windup? Despite the U.S. Govern- 
ment’s unremitting efforts at extradi- 
tion, Cage, Birrell and Belle give 
every indication of staying in Brazil 
for good. Last month it seemed all 
but certain that they would be able to 
do so. In the course of recommend- 
ing that the Brazilian Congress ratify 
the U.S. extradition treaty, the Min- 
istry of Justice’s legal adviser also 
warned that any retroactive provi- 
sions would be illegal. That seemed 
to let Cage, Birrell and Belle off the 
hook. 

Belle would probably have got out 
from under in any case. According 
to the Brazilian Constitution, the 
parent of a dependent Brazilian can- 
not be legally deported; in their three 
years in Brazil, the Belles have had 
two children—Brazilian citizens both. 


SMART-ALECK BELLE: 
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WALL STREET 


POST-MORTEM ON 
GROWTHMANSHIP 


What happened to the 
“growth” stocks? That de- 
pends on what kind of 
“growth” stocks you are 
talking about. 





“GROWTH became the magic word in 
the Wall Street letter writer’s lexi- 
con. Pin the label on a stock and you 
could expect it to double or treble— 
even if its earnings moved not at all. 
Originally the term was fairly care- 
fully used: to earn it, a company had 
to have a proven record of steadily 
rising profits and new and profitable 
products over a number of years. 

But eventually the old standby 
growth stocks, of the IBM and Min- 
nesota Mining variety, climbed to 
heights that bewildered many inves- 
tors. Obligingly, Wall Street began 
scratching around for more merchan- 
dise that could carry the “growth” 
label. Last year it found it in 
literally hundreds of new stock of- 
ferings in the electronics and other 
“glamour” industries and by expand- 
ing the growth concept to fit such 
businesses as vending machines and 
cosmetics. 

Disenchantment. At first the newly 
labeled merchandise sold well. But 
in late spring and early summer, the 
market for new and newly 
labeled “growth” stocks began to 
waver. By last month (see table, 
p. 18) the retreat had in many cases 
become a rout. 

The disenchantment was not total 
Says William Kurtz of Paine, Webber, 


issues 


HOG BREEDER CAGE: 
they never stole a nickel in their lives 


-_— se 
stocks having run out of steam, the — 
fact is that the big, agony oe 

” companies have fared quite 
well in the 196] stock market. Primarily 
it has been the smaller outfits, many of 
them virtual 90-day wonders, which 

. have been hurt. 

120 





10 Seasoned Growth Stocks” 
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Eastman Kodak, Minnesota Procter & 

Th ves, Dor Chica, Anetta Home 

Texas Corning Glass, 


Jackson & Curtis: “Despite a ten- 
dency to hang a growth label on many 
smaller and unseasoned companies, 
the growth concept is here to stay.” 
The recent market performances of 
such growth stocks as IBM, Litton 
Industries and Zenith bear out Kurtz’ 
opinion. So far this year, IBM is up 
46°; Litton, 45% and Zenith, a whop- 
ping 90° 

What Happened? Nevertheless, many 
people were hurt. The older growth 
stocks, as the chart on this page shows 
actually outdid the market so far this 
year. With the wisdom that comes 
from hindsight, Wall Street last month 
was full of explanations for what hap- 
pened to some of the 90-day wonders 


SOLID BUSINESSMAN BIRRELL: 
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FALLEN FROM GRACE 


. 


Many of the oldline “growth” stocks 
(see chart) are at, or near, their 
all-time high. But a large number of 
smaller, and newer, "growth" stocks 
have suffered severe declines this 


year. 


1960-61 Recent 
High Price 


Percent 
Decline 
COSMETICS 
Hazel Bishop 
Bourjois 17% 48 
Helene Curtis Ind 51% 31 
Lanolin Plus 19 14%, 25 
672 52\4 23 
6534 52 21 
2658 21 21 


10% 458 
33% 
74\%4 


58% 


Helena Rubenstein 
Chesebrough-Pond's 
Nestle-LeMur Co 


ELECTRONICS 
Transitron Electronic 60 
6814 
2564 
42\4 


1834 69 
286 59 
11034 57 
192 54 
552 29 48 
77% 42s 46 
1934 45 
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LEISURE TIME 
NAF! Corp 6676 60 
Bow!l-Mor Co 51 50 
Outboord Marine 
Diners Club 


37% : 50 

3314 39 

American Machine 
& Foundry 

Bell & Howell 

Polaroid Corp 

Fairchild Camera & 


Instrument 


6358 38 
697s 29° 
26134 24 


2013% 20 


PUBLISHING 
Pocket Books, Inc 42 
Crowell-Collier Pub 26 
Ginn & Co 26 
American Book 82 22 
int. Textbook 66 21 


VENDING MACHINES 
Universal Match 8034 59 
48'/2 45 
Automatic Canteen 52 39 
ABC Vending 30 36 
Vendo Co 


Seeburg 


773% 36 


MISCELLANEOUS 
Farrington Mfg 572 81 
Collins Radio 76 58 
344 57 


53% 49 


Ryder System 
General Dynamics 
Hudson Vitamin 
Prod 41 29'/2 28 
Cenco Instruments 8734 26 
American Hospital 
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SPOOFING BIG BUSINESS 
Two great American institutions, 
Big Business and Musical Com- 
edy, are laughingly blended in 
fhe Bur 
rows show “How To Succeed in 
Without Really Try 
ing.” A cast headed by Rudy 
Vallee, shown as president of 
World-Wide Wickets, Inc.. and 
Morse 


endeavor an 


the new Frank Loesse: 


Business 


Robert gives corporate 
irreverent but 
uproarious going-over in what 
the critics, after its Manhattan 


premiere last month. al su 


unanimously agreed was 


hest musical comedy, ’ 


among growth stocks. Says one lead- 
ing analyst, understandably reluctant 
to be quoted by name: “Wall Street 
must bear the main burden of guilt 
for abandoning what should have 
been a healthy skepticism about some 
of those five- and ten-year projec- 
tions. You can’t see more than one 
year ahead with any kind of pre- 
cision.” Adds Donaldson, Lufkin & 
Jenrette’s Richard Jenrette: “Inves- 
tors are learning that genius is not 
enough. I wouldn't feel safe if I 
thought technology was a company’s 
only asset.” Obvious conclusion for an 
investor: Don’t buy a stock just be- 
cause somebody 
label on it. 


pastes an er! 


BUILDING 


IF AT FIRST ... 


Glidden has finally cleaned 

out its unprofitable acquisi- 

tions. Now to start building 
again. 


MATERIALS 





Wirth the air of a man who has clearly 
been through an unpleasant experi- 
ence, Dwight P. Joyce, chairman of 
Glidden Co.,* last month declared that 
ten long years of cleaning up his 
cluttered corporate house had finally 
“We have definitely 
finished our housecleaning,” he said. 
“All our divisions are doing well.” 


come to an end. 


*Glidden Co. Traded NYSE. Recent price 
395,. Price range (1961): high, 4534; low, 353, 
Dividend (fiscal 1961): $2. Indicated fiscal 
1962 payout: $2. Earnings per share fiscal 
1961) : $2.78. Total assets: $137.9 million. Tick- 
e! ymbol: GLN 


Joyce’s relief was understandable. 
For in the past ten years the Cleve- 
land paint and food manufacturer has 
had to get rid of its colorless line of 
copra-crushing, soybean-processing, 
livestock and poultry feed, and mar- 
garine operations. All in all Joyce 
junked some $17 million worth of net 
assets. 

No Guessing. “Now,” says he, “we 
have to start improving our profits 
not by guess and by gosh, but getting 
it down on paper with a real solid, 
long-term plan.” 

However solid the plan, it was clea 
last month that Joyce’s drive to put 
life into Glidden’s future earnings hurt 
profits in the fiscal year ended last 
August. Last month he announced 
that sales had risen 4.7% to $206.7 mil- 
lion, but profits fell 4.1% to $6.4 mil- 
lion or $2.78 a share. Only twice in the 
past decade have earnings been that 
low. “The reason our profits were 
down,” explained Joyce, “is because 
of the expense of our company re- 
building.” 

One major project that cut into 
profits was the attempt to follow the 
example of the leader in _ paints, 
Sherwin-Williams, and to build combi- 
nation retail-wholesale stores around 
the country. “It takes anything from 
two to three years before one of these 
stores gets into the black,” explains 
Joyce. Glidden’s other ventures in cig- 
arette menthol and titanium dioxide 
also held down earnings because of 
substantial start-up costs. 

Yet Joyce makes no secret of the 
fact that his building job is far from 
over. Nor will the results come easy 
Said he: “We will not make a marked 
improvement until around 1963.” 
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AIRCRAFT & SPACE 


UNITED AIRCRAFT: 





ON THE LAUNCHING PAD 


The brash new generation of rocketeers refers to 
UAC as “the dominant force in yesterday’s air age.” 
But Chairman Jack Horner has some bright young 
rocket men of his own, and he is determined to get 
more than just a foothold in the onrushing space era. 


Stnce the day before Christmas in 
1925, the rule of thumb for producing 
a better airplane has been simply 
this: Let Boeing or Douglas or Lock- 
heed or North American build the 
frame; let United Aircraft Corp.’s* 
Pratt & Whitney division make the 
engine. Many planemakers, in other 
words, have fought for the upper hand 
in design and construction over the 
years. But in engines, Pratt & Whit- 
ney has produced more horsepowe! 
than any of its rivals—almost as 
much, in fact, as all of them combined. 
The Workhorse. From the very first 
400 h.p. Wasp piston engine (com- 
pleted on Christmas Eve 36 years ago) 
to the mighty J-75 jet, which pro- 
duces 26,500 pounds of thrust (or up 
to 120,000 h.p. in flight), P&W engines 
have consistently been the most 
powerful of their time, the work- 
horses of both the piston and jet plane 
eras (see chart). In 36 years, United 
Aircraft engines, by rough count, have 
produced a_ prodigious 1.5 billion 
horsepower for the world’s air fleets. 
In the process UAC has run two gen- 
erations of competitors into the ground 
(from Curtiss-Wright and Packard in 
the piston age to Westinghouse, in 
jets). It has given such still-fighting 
competitors as General Electric, Rolls 
Royce and the Allison division of 
General Motors an extremely rough 
time of it. “We like to think,” says 
Chairman Jack Horner, smiling, “tat 
we are very, very competitive.” 
While Horner shuns the word 
“domineering” to describe United's 
relationship to the industry, the fact 
is inescapable. With Pratt & Whit- 
ney’s beautifully-machined engines 
providing more than 70% of United’s 
total volume (the rest comes mainly 
from helicopters, propellers, fuel and 
temperature controls and electronics), 
United has topped $1 billion in sales 
in three of the last four years. Be- 
cause of a strike, the company missed 
the billion mark by a scant $12 million 
in 1960. Since 1957, moreover, United 
has generated an average yearly cash 
flow of better than $50 million and at 


*United Aircraft Corp. Traded NYSE 
Recent price: 437,. Price range (1961): high, 
5614; low, 373g. Dividend (1960): $2. Indi- 
cated 1961 payout: $2. Earnings per share 
(1960): $1.95. Total assets: $522.7 million 
Ticker symbol: UR. 
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the end of 1960, working capital stood 
at an all-time high of $201 million 
(including $34 million in cash). 

Yet for all this underlying financial 
strength, United last month was suf- 
fering acute pains in the vital profit 
& loss column. Despite Horner's ex- 
pectation that sales this year will 
again top $1 billion (and thus be 





THE 
LION’S 
SHARE 


United Aircraft over the years has 
captured the lion's share of the world’s 
aircraft engine business. Question: 
Can it do as well in the field of rocket 
propellants? 





United Engines... ~~ 
... 80% 


of all piston powered 
aircraft flown by 

the world’s 
commercial 

airlines. 





of al/ active aircraft 
in the U.S. military services. 


% 
of all jet transports flown by the 
world’s commercial airlines. __ 





7% 


of the coming 
billion-dollar business 
in solid rocket propulsion. 











within shooting distance of 1957's peak 
of $1.2 billion), United’s earnings this 
year will be barely a quarter of the 
$51 million (or $7.97 a share) it 
cleared four years ago. The com- 
pany’s dividend, a fat $3 a share in 
1958, has been cut to $2 since then. 
And, says Horner flatly, “We will not 
earn enough this year to cover it.” 

After Jets, Deep Water. The costly 
truth is the space age is opening up 
so fast that even United’s overwhelm- 
ing supremacy in jet engines cannot 
generate enough money for the com- 
pany to keep up and still show a 
normal profit. Since he cannot do 
both, Horner has chosen to take a 
nervy, expensive gamble on United’s 
future. Since 1958 United has mount- 
ed the biggest company-financed re- 
search and development program in 
the aircraft industry. Its main objec- 
tives are 1) to nail down Pratt & 
Whitney’s dominance in jets for years 
to come and 2) enable United to take 
on a brash new crop of competitors 
(i.e., Aerojet-General, Thiokol, Grand 
Central Motors, Hercules Powder) in 
solid-fueled rockets—the giant boost- 
ers that experts say will be the work- 
horses of the space age. 

In four years, United has laid out 
$125 million for R&D (every dime of 
it out of pretax net income) and 
Horner has only begun to spend (see 
chart, p. 20). “Next year,” says he, “we 
will spend about $50 million for R&D 
and maybe not much less than that 
for several years afterward.” Horner 
has already sunk $30 million into his 
West Coast rocket operation (United 
Technology Corp.) and will pump 
even more into it in the next few 
years. The prize, though, is big 
enough to tempt even the largest air- 
craft engine company in the world: $1 
billion worth of business a year. 

United is barely out of the novice 
class in solid-fueled three 
years ago the company had exactly 
one man assigned to its program. In 
view of his tardiness, how much does 
Horner want of the billion-dollar 
plum that is getting ready to drop? 
Last month, in East Hartford, Conn., 
rugged-featured, gray-thatched Hor- 
ace Mansfield Horner looked around 
his tiny office, thunked a cigarette 
lighter into his palm for a few seconds, 
then answered. “Eventually,” said he, 
ever so softly, “I want all of it.” 

He will never get it, of course, but 
he may wind up, after all, with what 
he really wants: the same kind of 
dominance in big space booster rock- 
ets that United now holds in conven- 
tional air-breathing engines. 

Not Yet An Epitaph. One of the pain- 
ful realities that Horner lives with 
every hour of his long work week 
(9% hours daily, a half-day Satur- 


rockets; 
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UNITED’S GWINN & HORNER: 
their 


days) is that his jet engine business, 
so lately won, may be too soon dimin- 
ished. To the able Pratt & Whitney 
engineers, even now tooling up for 
bigger and newer jets, their work 
represents the most advanced state of 
the art. To rocketmen (all too new 
to the science of durability and 
economy), Pratt & Whitney is as 
dated as a Boston dowager’s hat. 
Cracked an Air Force rocketman 
recently: “Pratt & Whitney is the 
dominant force in yesterday’s air age.” 

With jets only recently come to 
dominance on the world’s airlanes, 
it may sound strange to speak of the 
days being numbered for jet engines. 
Yet the fact is that this is the un- 
whispered reality that floats these 
days through the corridors of United’s 
East Hartford headquarters. Since 
1948 Pratt & Whitney has produced 
25,000 jet engines; its biggest year 
was 1957. Business in jet engines is 
still brisk and may even get better, 
United men think, if jet cargo and 
tanker plane output develops as a 
logical sequel to the airliner business. 

Yet, admits United’s able Controller 
William R. Robbins, “The jet engine 
industry has lost its capacity for 
growth; we have got to find supple- 
mental uses for the engines.” And 
Horner, himself, concedes that “We 
probably will never do as well in jet 
engines again as we did in 1957.” To 
take up the slack, Pratt & Whitney 
salesmen these days are doing such 
things as promoting jet engines 
among the utilities for use as reserve 
generators in peak load hours. 

Still, Horner knows that the year 
may not be far off when he finds 
himself in charge of the second-best 
means of traveling through air and 
space; the elder statesman, in other 
words, of a dying business. Such an 
epitaph has already been suggested, 
but it is not yet chiseled in stone. 
Horner and his legion of Connecticut 


shrill challenge was backed with cash 


River Valley mechanics are deter- 
mined that it never will be. Snaps 
Horner: “We are not about to die.” 

Signs of Health. At the moment, 
there is nothing even vaguely mori- 
bund about United. Were the Govern- 
ment still willing to cover all of 
United’s R&D (as it did before it got 
picky and choosy in 1957), the com- 
pany last year would have earned 
close to $5 a share; this year, profits 
would be nearer $6. And there is one 
blessing in the way UAC handles its 
R&D. United’s policy of absorbing 
expenses as they occur will likely 
keep the company from ever having 
to take the enormous write-offs that 
have hit other aircraft companies in 
the past few years. 

There are other signs of health: 
Pratt & Whitney’s sprawling engine 
plant in East Hartford is still work- 
ing three shifts a day. The company’s 
other three operating divisions, in- 
evitably cast in the shadow of the 
engine division, are nonetheless pro- 
ducing a handsome $300 million or so 
in sales yearly. The Sikorsky Aircraft 
division, no longer all there is to the 
helicopter business, is still the biggest 
operator in the industry. And, despite 
the loss of some key contracts re- 
cently (to Vertol, Hiller and Bell), 
Sikorsky’s sales this year will be only 
slightly under 1957’s peak. 

Despite an uncertain future for its 
famous propeller business, the Hamil- 
ton Standard division still handles 
60% of all U.S. production, has been 
able to quadruple sales in the past 
decade on good volume in jet engine 
starters and fuel controls and aircraft 
air conditioning systems. Norden, the 
company’s electronics wing, was near- 
ly bankrupt when Horner picked it up 
in 1958, is still operating in the red, 
but not by much. Substantial R&D is 
the big drain and Horner, these days, 
is not complaining about it. “I will 
tell you this,” says he. “Norden is 


producing a lot more in sales than 
some of these glamorous electronics 
companies I keep reading about.” 

The Challenge. But Horner does not 
want to make just the trappings of the 
space age. United has built its busi- 
ness on the biggest engines in the 
world; it wants to do the same thing 
for the space age and Horner will be 
a very disappointed man if it does not. 
This, essentially, is the shrill cash- 
backed challenge that United is now 
hurling to the brash and brilliant 
rocketeers in the West. It is the same 
challenge that United’s founder, Fred- 
erick B. Rentschler (see box, “United’s 
Heroes,” p. 21) threw at the aircraft 
engine business in his time. 

What Horner now wants to do in 
solid rockets is no less than what 
Rentschler did in piston engines and 
jets: build an engine that will be 
durable, reliable and economical to 
run. “About the same qualities,” say 
old Pratt & Whitney men, “that you 
would want in a woman or a good 
horse.” The first Wasp was so good 
it never got off the ground; the Navy 
enshrined it in Philadelphia’s Franklin 
Institute. Horner was there at the 
time, a young stock chaser fresh from 
Yale’s Sheffield Scientific School. “I 
was no boy, though,” says he. “I was 
married and had a pregnant wife.” 

Triumph in Jets. United’s postwa! 
triumph in jets was even more dra- 
matic than its victory with the Wasp 


THE BIG | 
BITE 


United Aircraft’s earnings per share 
looked good until the Government's 
1957 decision to decrease support in 
research and development. Since then, 
United has supported much of its own 
R&D program — at a per share cost 
exceeding earnings. 
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The opposition, for one thing, was 
bigger and richer. Horner, UAC’s 
president by this time, was faced with 
the fact that Westinghouse, General 
Electric and General Motors had 
built up a big lead in jet engines 
during World War II. Horner decided 
to gamble, not on catching up, but 
on leapfrogging the field. The result 
in 1953 was Pratt & Whitney’s radical 
(for the time) axial flow, split com- 
pressor J-57, an engine that was twice 
as powerful (with 10,000 pounds of 
thrust) as anything the opposition 
had. United not only took the biggest 
chunk of the jet engine business from 
that time on, but the J-57 won the 
Collier Trophy for UAC’s engineering 
boss, Leonard Hobbs. 

This set United up for its biggest 
years. The company’s jet engines 
now power both the Douglas and 
Boeing commercial fleets (except for 
some British flag airlines which have 
specified Rolls Royce power plants): 
the Strategic Air Command's biggest 
bomber, the B-52; a clutch of Navy 
attack planes; Century Series Ail 
Force fighters and the KC-135 tanker, 
trainers, missiles and reconnaissance 
drones. Coincidentally or not, neithe: 
of the two big losers in commercial 
jets, Lockheed’s Electra or Convair’s 
880 ‘990 series, carries a Pratt & 
Whitney engine. Lockheed has Alli- 
sons aboard the Electra; Convair, 
GEs. United’s success in jets, in short, 
has been overwhelming. Can the 
company now do it all over again in 
solid rockets? Replies Horner, simply: 
“T hope so.” 

The New Competition. United Air- 
craft people like to say that they have 
been in the rocket business and other 
potential space travel exotica, such as 
fuel cells (see cover photo) and nu- 
clear engines, as long as anybody. And 
in a sense, the company has. Pratt & 
Whitney was working on exotic fuels 
as long ago as 1947, now has a liquid 
hydrogen engine booked for the sec- 
ond stage of NASA’s Saturn program 

All that is true, but the fact of the 
matter is (as United’s new competitors 
delight to tell) neither United nor 
Pratt & Whitney nor the company’s 
brand new solid rocket station in the 
West has ever made a space rocket 
that has gotten off the ground. The 
few missiles that P&W does powei 
(e.g., Hound Dog, Snark) carry air- 
breathing engines. 

By contrast, United’s chief rivals 
have more than three dozen missile 
and space rocket contracts among 
them: many of their projects are 
operational or close to it, including 
some solid-fueled motors. Aerojet 
and Hercules, for instance, build the 
power plant for the Polaris; Thiokol. 
Aerojet and Hercules all have a piece 
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UNITED'S HEROES 


THE world’s first multi-engined military 
aircraft was a queer bomber built for 
the Tsar of Russia. Its salient feature 
was a porch, complete with rocking 
chair, from which the Tsar could com- 
fortably drop his bombs. The designer: 
Igor Sikorsky, now an employee of 
United Aircraft and a world-famed fig- 
ure in his own right. That is one of the 
unique things about the aircraft indus- 
try: its history is so short that its Edi- 
sons and Fords are either alive or only 
recently dead. And an impressive num- 
ber were United men. The late Fred 
Rentschler, founder of United who died 
in 1956, stands as one of the greatest fig- 
ures of U.S. aircraft. Rentschler had one 
obsession: aviation power. He organized 
Wright Aeronautical in 1919, but the Sikorsky & an early model 
owners’ parsimonious attitude toward research caused him to resign 

In 1925, he organized Pratt & Whitney, which was to become the world’s 
greatest supplier of air propulsion. Among the five men who left Wright 
with him were George Mead, an M.L.T. graduate and a brilliant aeronautical 
technician, and Andy Willgoos, an instinctive “fingertip” engineer. This com- 
plementary team designed the original “Wasp” engine, which spawned an 
engine family which has powered most of the airplanes Americans have flown 

Leonard “Luke” Hobbs, arriving at Pratt & Whitney in 1927, was respon- 
sible for boosting the air-cooled engine from 400 h.p. to 4,000 h.p., and for 
the incredibly quick jump from piston to jet propulsion. He won the Collier 
Trophy for the J-57 jet engine 

Also to East Hartford in the company’s early years came Jack Horner, now 
chairman of United, and Bill Gwinn, its president. These two men, still absorbed 


in the day-to-day detail of running a corporation, have supervised the produc 
tion of more aircraft horsepower than any other men in history 

Horner went to work in Pratt & Whitney's purchasing department and found 
himself swamped with work from the first day he reported on the job. One of his 
duties in those early years of the company was to handle the payroll, although 
quite often, it was Mrs. Horner who actually wrote out the checks in the 
Horner living room late at night 


During World War II, first Horner and then Gwinn directed Pratt & Whit 
ney’s mighty effort for the Allied fighter and bomber fleets. All told, with the 
production of licensees included, 364,000 Pratt & Whitney engines rolled from 
assembly lines during the war. The 604 million horsepower that Pratt & 
Whitney engines were capable of generating amounted to a mighty 50% ot 
all U.S. war time air power. 

The formation of United Aircraft and Transport Corp. in 1928 brought Bil 
Boeing, who was to build the giant airframe company. at least briefly into 
the fold. In the same year UA&TC purchased Sikorsky Aircraft, not for its 
assets but to snag Igor Sikorsky and his brilliant handful of Russian émigrés 
Working for United, Sikorsky designed the amphibians used for the first trans 
oceanic flights, then put together the world’s first helicopter 

Propellers, too. owed a good deal to United. Two outstanding designers 
Frank Caldwell and Erle Martin. developed the simple aircraft propeller to 
an unheard of degree of refinement for United. Their controllable-pitch pro 
peller, which won the Collier Trophy, meant to aircraft what the gear-shift 
means to automobiles. Their Hamilton Standard design played a major rok 
in winning the Battle of Britain 

Such men were the real guts of United's impressive air engine performance 
over the years. On the company’s ability to attract and develop their likes 


again depends its chances of being equally important in the space & missile age 











P&W’S JT3D TURBOFAN JET ENGINE: 
the same qualities make a good horse or a good engine 


of the Minuteman 
ballistic missile. 
Most of these projects were well 
along three years ago when Horner 
boldly decided to elbow into solid 
rockets with his United Technology 
Corp.' His reasoning then for choos- 
ing solids, not liquid engines, was 
simple. Economical engines have 
always been United’s forte. Much of 
the J-57’s success hinged on the fact 
that it burned 35% less fuel than any 
other jet of its day. Compared with 
liquid-fueled rockets, solids are bar- 
gain basement items (or so the theory 
goes). Further, a liquid engine rocket 
(such as the Atlas and Titan) 
200,000 moving 
have none. 


intercontinental 


has 
parts; solid rockets 
“They are nothing,” said 
an expert recently, “but a tin can full 
of powder with a fuse at the bottom.” 

A Naive Start. Considering all the 
handicaps that United 
(including an almost 


started with 
incredible dis- 
play of naivete at one critical junc- 
ture), Horner has done rather well for 
himself in rockets so far. He also has 
.nfuriated most of his competitors one 
way or another. But that could be 
because the time for decision has ar- 
rived. Within six months, in all likeli- 
hood, the field of bidders for the big 
new solid rocket contracts will have 
been cut from six companies to two, 
maybe even one. Eventually, there will 
be only one and the contract that com- 
pany gets, rocketmen estimate, will 
be worth from $300 million to $400 
million a year. 


| pre 


Last month, with 
Air Force specifi- 
cations for the sol- 
id booster program 
still weeks off, the 
dust was already 
beginning to set- 
tle. Of the six com- 
panies expected to 
bid on the job, only 
four were conceded 
to have a real 
chance to take the 
first round of com- 
petition: Aerojet 
(84% owned by 
General Tire), 
Grand Central Mo- 
tors (100% owned 
by Lockheed ) ,Thi- 
okol, and Engine- 
master Horner’s 
United Technolo- 
gy Corp. (UTC) 
The other likely 
bidders: Hercules 
Powder Co. and 
North American’s 
Rocketdyne 
sion. 

Gone West. That 
United is in the 
running at all is somewhat remark- 
able. Three years ago, UTC had one 
employee, its president, General Don- 
ald L. Putt. He was holed out in a 
Palo Alto (Calif.) office with instruc- 
tions from Horner to hire himself some 
talent in a hurry. “That is about the 
only went to the West 
Coast,” says one of the Connecticut 
Yankees on Horner’s top staff. “All 
the talent in solid-fueled rockets 
was out there.” Rocketmen generally 


wt 


divi- 


reason we 


SIKORSKY 


concede that there are only 40 top 
solid fuel men in the country. UTC 
now has ten of them (directing a 
work force of 800). 

But there was one other compelling 
reason why Horner needed the best 
professional rocket staff he could find. 
No one at United knew much about 
solid rockets. “In fact,” admits Hor- 
ner, “we made a bad mistake about 
them in the beginning. We thought 
they would be something like the pis- 
ton and jet engine business; that we 
would make the hardware and buy 
the fuel from someone else. Actually, 
it is the other way around. The pro- 
pellant is the big thing in that busi- 
ness; subcontractors make the rocket 
Having learned his lesson, 
Horner went out and hired his chem- 
ists. But that early naivete 
embarrassing as it was costly A 
colonel attached to the National Aero- 
nautics & Space Administration de- 
livered the latest punch line not too 
long ago. “The only thing Horner was 
right about,” said he, “was his judg- 
ment that all the solids talent was on 
the West Coast.” 

Backbiting & In-fighting. This sort 
of thing stings Horner but he is get- 
ting used to it. Rivalries are intensely 
bitter in rockets these days—often in 
a backbiting way. Every company has 
its retinue of dark-suited intense 
young engineers and, with the big- 
contract days close at hand, they are 
all as edgy as field mice at haying time 
One Rocketdyne executive, holding 
sway at a Manhattan cocktail party 
last month, got around to blustering 
that “UTC is just buying its way in; 
they would never make it without a 
fat company in back of them.” Added 


casings.” 


Was aS 


4IRCRAFT’S TWIN-TURBINE HELICOPTER: 


the formula was nothing like Coca-Cola’s 





he: “They talk big and they have 
never had a contract worth talking 
about.” Later he said worse things 
about another rival. 

Faced with such sniping, Horner 
behaves like a man who has been 
through flight engine wars before; 
he just shrugs and keeps plugging 
along. Neither does he care, at the 
moment, that his $30-million invest- 
ment on the West Coast has turned 
up no sure sign of a payout. 

Horner and his rocketmen have 
taken giant strides in the past three 
years. But UTC’s 3,200-acre testing 
layout near San Jose (Calif.) is 
dwarfed by some of its rivals’ facili- 
ties. Aerojet-General, for instance, 
operates on 20,000 acres and in 600 
buildings, pays more than $100 million 
yearly to its 15,000 employees. 

Closing the Gap—But Slowly. Yet 
there are signs that United is remov- 
ing the gap. UTC last August fired 
the most impressive solid rocket test 
yet made in the U.S.—a 220,000-pound 
thrust that was sustained for 80 sec- 
onds. But a few weeks later, Aerojet 
topped this with a 500,000-pound fir- 
ing that lasted over 80 seconds. Now, 
UTC men are getting ready for a 
500,000-pound thrust test of their own 
which they say will be superior to 
anything Aerojet has done because it 
will be made in flight-weight hard- 
ware. That remains to be seen. 

Even at his most expansive, how- 
ever, Horner does not expect over- 
night results. “In the first couple of 
years,” says he, “I would not be too 
disappointed if most of the money 
went to our competitors.” Adds he, 
slyly: “Don’t forget, one set of our 
competitors used to dominate jet 
engines, too.” Horner is even willing 
to concede that some of his rivals’ 
catty remarks have a certain validity. 
“We are not really in a position at 
UTC to take a big contract,” says he. 
“After all, we have no production 
facilities: we have only lately gone 
from research to development.” 

Adds he: “We are not going to get 
what we want in the next 18 months, 
perhaps not even in the next several 
years. But I would hope that by 1970 
we would be in a very competitive 
position in rockets.” 

Too Lavish? By then, United will 
have poured literally hundreds of 
millions of dollars into the effort. This, 
in itself, is something of an innova- 
tion in an industry that has boot- 
strapped along from one little govern- 
ment contract to the next, getting 
ready for the day when fatter con- 
tracts would come their way. Now 
the day is at hand and upstart UAC 
is suddenly in the thick of the fight. 

An Aerojet executive was particu- 
larly angry at this state of affairs re- 
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cently. “If UTC wins this competi- 
tion now,” complained he, “it will 
prove one thing: all you need to go 
into any kind of business is money.” 

What this critic forgets, though, 
is that money has long been a major 
ingredient in United’s success. The 
costs of just staying abreast of jet 
engine technology, for example, have 
been simply enormous. Frederick 
Rentschler developed the first Wasp 
engine for slightly more than $1 mil- 
lion. But when Pratt & Whitney starts 
delivering its latest jet engine next 
year (the JT8D for Boeing’s short- 
range 727 liners), United’s develop- 
ment costs alone will have run up to 
a walloping $75 million. Boeing has 
to sell 200 of the 727s to cover its de- 
velopment costs, but it has to sell 300 
before United gets out of the woods. 
Even at that, says Horner now, “By 
1963 profits from the 727s should be 
coming in strong and our earnings 
should be able to show a normal profit 
and still handle this R&D program.” 


United’s New Role. “The day we stop 
worrying about all of our competi- 
tors in all of our product lines,” 
Horner likes to say, “that is the day 
you can kiss UAC good-bye.” But 
overhanging everything Horner does 
these days is United Aircraft’s new 
role in flight propulsion: that of the 
challenger, not of the challenged. “I 
understand,” says Horner with mock 
wistfulness, “that all a Coca-Cola 
engineer has to do is make sure they 
keep using that same old formula 
they’ve been using for 75 years.” 
Horner has no such illusions about his 
own business. Quite obviously it will 
require a good deal of skill, a good 
deal of effort and a good deal of money 
to keep United on top in its chosen 
field. Horner and United are show- 
ing an impressive amount of deter- 
mination to put up as much of all 
three as necessary. Thus, to count 
United Aircraft out as a major con- 
tender in the space age would be a 
serious mistake. 





“We would have been the General 


He was speaking of 
United Aircraft and Transport 
In the late Twenties, William 


money flying air mail 


WHAT MIGHT HAVE BEEN 


Motors of the 
air,” said one United Aircraft man wistfully last month 
his company’s parent, the old 
Corp.. 
everything from spare parts to plane tickets 

Boeing was losing 
To gain strength, he and Fred 


which sold 





Rentschler, head of Pratt & Whitney, began talking 
Their 


dream was a single company that could make every- 


merger with Chance Vought. a leading designer 


thing an airline needed, and then itself run that air- 
line. A series of mergers starting in 1928 produced 
the United Aircraft and Transport Corp.. which in- 
cluded Pratt & Whitney (engines), Boeing and Chance 
Vought (airframes). Hamilton Aircraft and Standard 
Steel (propellers), Stearman (personal aircraft), plus 
a host of small airlines. 

This integration proved highly profitable. But in 
1934 Senator Hugo Black with his Air Mail Investiga- 
tion thought he smelled the evil odor of monopoly ris- 
ing from UA&T. With a swift, violent blow, the 
company was split into three parts: eastern manu- 
facturing, western manufacturing and the airlines 

The airlines emerged as United Airlines, which last 
year grossed $380 million. The 
turers, Boeing and Northrop, by 1960 enjoyed sales 
of $1.6 billion and $234 million respectively. The 
eastern manufacturer, United Aircraft, kept its Hamil- 
ton Standard, Sikorsky and Chance Vought divisions 
but in 1952 Chance Vought (1960 sales: $214 million) 
was spun off, and this year merged with Ling-Temco 

Thus, 1960 would have been a big year for United 
Aircraft and Transport Corp., if the company were 


western manufac- 


alive. Even so, its descendants last year grossed over $3 BOLING 


billion, a mighty legacy from an organization which 
reported sales for 1930 of under $30 million 














OFFICE EQUIPMENT 


WHO’S WORRIED? 


IBM, the Yankee giant, is 

girding for battle with Cana- 

da’s Moore Corp., the world’s 

largest maker of business 
forms. 





In THE highly changeable office equip- 
ment field, Canada’s Moore Corp., 
Ltd.* has stuck to its last—the mak- 
ing of business forms, an industry it 
founded 78 years ago. While other 
companies dashed helter-skelter into 
electric office machines and com- 
puters, Moore has been content to 
feed their new, voracious machines 
with Moore paper. 

To date, Moore’s conservatism has 
paid off. In the past decade, sales and 
earnings have grown steadily, but not 
spectacularly: sales up 127% to 1960's 
record $155 million, per-share earn- 
ings up 166% to $1.94. This year 
promises more of the same. Predicts 
W.H. Browne, Moore executive vice 
president, “1961's net will be as good, 
if not better, than 1960’s record $12.9 
million.” 

Close to the Vest. All seemed right in 
Moore's little world when suddenly 
Moore stock, which has climbed more 
than 500% in the past decade, dropped 
7% points last month to 50%. Ap- 
parent reason: a Wall Street rumor 
that giant IBM would soon be enter- 
ing. the business forms field. IBM, 
playing it close to the vest, wouldn’t 
say “yes” and wouldn’t say “no,” but 
merely that plans had not reached the 
product announcement stage. 

But there can be little doubt that 
IBM will soon be competing with 
Moore for the rich continuous forms 
market. Why continuous forms? 
Simply because they offer the kind of 
profitability IBM traditionally seeks. 
Though business forms are such mun- 
dane but necessary items as sales 
books, register forms, continuous in- 
terleaved forms and fanfold forms, 
they are a highly profitable business 
for Moore. Bringing prices as high as 
$15 to $20 for a thousand continu- 
ous forms, they have earned returns 
on equity of close to 20% for Moore in 
recent years. Used for computers and 
punch card tabulating systems, con- 
tinuous forms are the fastest grow- 
ing segment of the business forms 
market. What’s more, IBM has a 
ready and waiting market for them: 
its own IBM computers. 

As it now works, a purchaser of a 


*Moore Corp., Ltd. Traded over-the-coun- 
ter. Recent price: 501%. Price range (1961): 
high, 6342; low, 441%. Dividend (1960): 80c 
Indicated 1961 payout: 80c. Earnings per 
share (1960): $1.94. Total assets: $88 million. 
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MOORE CORP.’S BROWNE: 
“we won't play dead” 


computer is visited by many salesmen 
selling paper and he buys from any 
company he wishes. In the future 
IBM computer salesmen can be ex- 
pected to recommend IBM continuous 
paper. 

Though it is Toronto-based, 85% of 
Moore’s business is in the U.S., where 
IBM holds sway. Nevertheless, Treas- 
urer Nelson B. Gerry professed not 
to be worried. Growled Gerry: 
“We're not going to roll over and play 
dead just because of one more com- 
petitor.” 


METAL FABRICATORS 





TOUGH 
ALL AROUND 


After the beating it took in 

fiscal °61, A.O. Smith faces a 

long struggle to get back its 
old profitability. 


EcONOMISTS may argue about what 
kind of a recession the U.S. has just 
passed through, but for Lloyd B. 
Smith, energetic 41-year-old presi- 
dent of Milwaukee’s A.O. Smith 
Corp.,* there is no room for doubt: 
for Smith, the recession was a hum- 
dinger. For the fiscal year ended July 
31, A.O. Smith ran 4lc a share in the 
red. Not only was this a sharp come- 
down from the $3.01 the company 
earned in fiscal 1960, it was the first 
deficit it had suffered since the 


*A.O. Smith Corp. Traded NYSE. Recent 
rice: 271%. Price range (1961): high, 377%; 
ow, 2614. Dividend (fiscal 1961): 50. 
Indicated fiscal 1962 payout: $1. Earnings 

r share (fiscal 1961): d4lc. Total assets: 
134 million. Ticker symbol: SMC. 


Thirties. Little surprise came with 
the announcement that Smith had 
pared quarterly dividends from 40c 
to 25c. 

Damaged Sales, Lost Profits. “The 
recession had its greatest effect upon 
the durable goods industries, and 
almost all our operations felt the 
weight of the setback,” explained 
Smith. Not one of his product lines 
was spared, ranging from auto-truck 
frames and parts to line pipe and 
casing, from water heaters to atomic 
components. 

Auto-truck chassis frames and 
parts make up roughly 40% of Smith’s 
sales mix, and last year’s declining 
automotive production was certainly 
no help. Neither was price-shaving 
in many of Smith’s lines and higher 
tooling and change-over costs. On 
top of this, added President Smith, 
“A ten-week strike at one of our 
plants occurred at a time when we 
might have expected some improve- 
ment.” All told, A.O. Smith’s sales 
slumped 16% to $222 million and a 
$4 million operating loss (somewhat 
mitigated by a big tax credit) replaced 
an $11 million pretax profit the year 
before. In fact Smith’s sales, off 22% 
from record fiscal 1959, fell to the 
lowest level since distant 1952. 

Upswing Ahead? As industry picks 
up from here on, A.O. Smith will re- 
cover with it in fiscal 1962. The ques- 
tion is: How much? Prior to this year, 
Smith had a five-year earnings aver- 
age of $42 million, or $3.89 per 
share. After fiscal 1961’s big loss, 
that now seems a long distance 
away. Not wishing to forecast too far 
ahead, Lloyd Smith is candidly cau- 
tious about his company’s comeback 
chances. “We are encouraged so far,” 
said he, “and our August earnings 
represented a substantial improve- 
ment over a year ago.” 

Smith’s aides do expect a strong 
pick-up in auto and truck production 
to boost sales to automakers, espe- 
cially to big customer General Motors. 
Despite a continuing lag in demand 
for tubular steel products (contribut- 
ing some 30% of sales) Smith expects 
an upturn in demand, particularly for 
welded line pipe for the oil and gas 
industries. Added sales boosts should 
also come from glass fiber products, 
water heaters and furnaces. 

Still, it is a long trail back to yes- 
teryear’s profit levels. “We are con- 
cerned that several of our majo! 
products have passed their period of 
most rapid growth,” explained Smith 
in his annual report to his 4,140 stock- 
holders. “In some cases industry ca- 
pacity has been over-extended.” It 
was obvious last month that Lloyd 
Smith, great-grandson of the firm’s 
founder Arthur O. Smith, now had 
his work cut out for him. 
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PERSONAL FINANCE 





MORE MONEY FOR YOUR HEIRS 


Careful estate planning can do a lot for your heirs, 
but all too many otherwise considerate family men 
are neglecting to do everything they should about it. 


TuHat death & taxes are certain is 
something that every adult knows— 
not in theory but from bitter experi- 
ence. What all too many of them 
don’t seem to realize, however, is 
that in the event of the former, it is 
possible to lessen the suffering in- 
volved in the latter. 

Death and estate taxes cannot, of 
course, be avoided. But their effects 
can be greatly minimized—to the con- 
siderable comfort of the bereaved. A 
growing host of advisers stand ready 
today to help Americans do so. This 
help is known as estate planning, and 
it is much more important—and ur- 
gent—than many people realize. 

The advisers include estate lawyers 
who incorporate estate plans in wills 
as well as CPAs and accountants who 
advise on all the tax angles. Banks, 
insurance companies and even invest- 
ment funds usually employ experts 
on estate planning. Much of this ad- 
vice is free. For example, the per- 
sonal trust departments of most large 
banks, such as Chase Manhattan and 
New York’s Bankers Trust Co., will 
be glad to review estate situations 
without charge. “Of course,” admits 
William McKinley, vice president of 
Bankers Trust, “we hope, if our work 
is satisfactory, to be appointed ex- 
ecutor under the will.” 

Advantage of Marriage. One of the 
first things the experts will tell you 
about is the marital deduction, the 


simplest and most widely used means 
of saving on federal estate taxes. 
There are three other commonly used 
legal ways of reducing taxes that are 
of major importance: trusts, gifts and 
assignment of life insurance. Under 
the marital deduction you may will 
your wife one-half your estate free 
of taxes. For a $200,000 estate the dif- 
ference in the estate tax between 
using and not using the deduction is 
$26,700. For larger estates the dif- 
ferences are even more spectacular 
(see table, p. 26). 

Thanks to the marital deduction, a 
husband with an estate of $120,000 
or less need pay no federal estate 
taxes at all. The marital deduction 
accounts for $60,000 tax free. The 
Government allows a standard ex- 
emption on all estates of $60,000 
which accounts for the remainder. 
State taxes are minimal also, under 
these circumstances. 

Another tax-saving device is the 
trust. Trusts have become increas- 
ingly popular. There are many types; 
some even have special names and 
functions, such as the “Clifford Trust” 
(see box, p. 26). One of the major ad- 
vantages of trusts is that they may be 
tailored to accommodate individual 
needs. What is a trust? It is simply 
an arrangement by which you turn 
over your property to someone else, 
who manages it and pays the income 
from it to the person or persons of 


“Before reading Miss Simpkins’ will, may | say that you are a very lucky cat?” 


O' Briar 1959 The New Yorker Magazine. In 
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your choice. Upon the beneficiary’s 
death, or at some other stated time, 
the trustee pays the principal to the 
person of your choice. 

Great Savings. The marital deduc- 
tion and the trust are often used in 
combination. A trust officer in a large 
bank describes a typical combination 
that saved a man’s family $25,200 in 
taxes. At his client’s death his estate 
was worth $200,000. The marital de- 
duction and federal exemption re- 
duced the taxable balance of the 
estate to $40,000. The tax on this 
$40,000 was only $4,800. 

The saving worked in the follow- 
ing way. The wife kept the $100,000 
marital deduction for her personal 
needs. The balance of $95,200, the 
other $100,000 minus the estate tax, 
was placed in trust for her benefit. 
Under the terms of the trust, the 
trustee could use income and princi- 
pal for the wife’s maintenance and 
support as well as for the support and 
education of the children. Upon the 
wife’s death the trust was to be ter- 
minated and any principal that still re- 
mained in the trust was to be paid to 
the surviving children. Of course at 
her death the $100,000 marital deduc- 
tion, if still intact, would be subjected 
to an estate tax of approximately 
$4,800. Total taxes on both estates 
was therefore $9,600. 

Had the husband left his entire 
$200,000 to his wife, her estate at her 
death would have been $195,200 
($200,000 minus the tax of $4,800). 
The federal estate tax on $195,200 
would be approximately $30,000. Re- 
sult of the trust: savings of some 
$25,200 in taxes for the children. 

Gifts Payoff. The goal of much estate 
planning is to get taxable assets out 
of your estate and into the hands of 
your heirs while you are still living 
Giving gifts is one way of accom- 
plishing this. Here’s a chance to make 
yourself popular and save money in 
the bargain. What's more, if you play 
your cards right you can even avoid 
the gift tax. This is possible because 
you have a lifetime exemption of 
$30,000 which you may use immedi- 
ately or over the years. You may also 
give away $3,000 each year to as 
many people as you wish, tax free. If 
you are married, you and your wife 
may give a one-shot gift of $60,000 
and annual gifts of $6,000, tax free 
Thus a couple with three children 
can give them $78,000 in one year and 
a total of $18,000 annually thereafter 
without paying a gift tax. Even if the 





’ 


gifts exceed the exemptions, gift taxes 
are about 25° less than estate taxes 

Women Are Hesitant. Louis Savrin, 
an experienced New York estate law- 
yer, finds the gift method especially 
useful if a man has sons or relatives 
in his business. By gifts of stock, a 
businessman can gradually transfer 
the business to his heirs. But Savrin 
has discovered that some couples are 
hesitant to part with their wealth 
while both are still in this world 
Cautions Savrin: “Women especially 
like to keep strings on their childrer 
I think many older people worry 
about giving a lot of their money 
away, fearing the attitude of thei: 
children may change toward them as 
they grow older.” 

‘One caution about gift-giving: if a 
donor dies within three years afte: 
making a gift, his executor may have 
to prove that the gift was not made 
“in contemplation of death,” or in 
non-legal language, to avoid taxes 
If this can’t be proved, taxes must be 
paid. To avoid this, estate planners 
like to establish an “atmosphere of 
lifetime purpose.” Savrin encourages 
clients to create this atmosphere by 
giving a series of gifts, preferably 
annual gifts starting while they are 
still in their fifties or early sixties 

Insurance Pays Off. Another method 
of getting your assets out of your 
estate is through assignment of in- 
surance. Major savings can often be 
had by transferring your insurance tc 
your wife. If you continue to pay the 
premiums, the Government now con- 
siders them gifts. The value of the 
policy at the time of assignment is 
also seen as a gift 

Herbert Mandell, a CPA and part- 
ner in the accounting firm of Clarence 
Rainess & Co., recently saved a client 
$4,500 in estate taxes by this method. 
Included in his client's $200,000 estate 
was a $50,000 insurance policy with a 
cash value at the time of $5,000. At 
Mandell’s suggestion, the client trans- 
ferred the policy to the wife. Mandell 
was able to avoid the gift tax on the 
$5,000. By law, a husband's gift to his 
wife is entitled to a 50° exemption. 
The remaining $2,500 was covered by 
the $3,000 annual exclusion for gifts 
Future premium payments would also 


MARITAL DEDUCTION 
A BIG SAVINGS—— 


Your wife is a great asset when if 
comes to saving money on estate foxes. 


————~—-ESTATE TAX* - 
Without With 
Marital Maritai 

Deduction Deduction 


4,800 
17,500 
59,100 

116,500 
270,300 


Net Taxable 
Estate 


100,000 
150,000 
300,000 
500,000 
1,000,000 
5,000,000 2,038,800 830,000 
10,000,000 4,975,000 2,038,800 


“after deducting credit allowed for taxe 
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45,300 
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fall under the annual exclusion. Thus 
$50,000 in taxable assets had been re- 
moved from his client’s estate 

Never Too Young. Estate planners 
believe you are never too young to 
plan. Bankers Trust's William Mc- 
Kinley warns, “All estates need 
planning. At the very least a young 
husband should have a will leaving 
everything to his wife.” The con- 
sequences of not having a will can be 
costly and embarrassing. If you don't 
write a will, the state in effect does 
For example, in many states one- 
third of a husband's unassigned assets 
go to the wife and two-thirds to his 
children. If the children are minors, 
the court will appoint a guardian to 
administer their assets. This can be 
costly. 

Estate planners are also adaman! 
about the necessity of continually re- 
viewing your estate plan. Financial 
as well as family situations will 
change. Don’t get stuck with an out- 
of-date will. 

Certainly you can’t take it with you 
But with a little foresight and some 
expert advice, you can see that your 
estate goes to the persons ol 
choice and in the manner you 
scribe with the Government 
a minimum tax bite. 

A family man, be he ever so young 
or his worldly possessions 
modest, can hardly afford to stall on 
this kind of planning. Such procras- 
tination could cause a lot of unin- 
tentional pain and even deprivation 
to his wife and family. 
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“THE CLIFFORD TRUST” 


Care for your dependent and save money too. 


The “Clifford Trust,” named after a Supreme Court decision, is a dandy ar- 
rangement that both helps you care for an aged dependent and saves you ta 
money, too. Here’s how it works. If you are giving your 65-year-old mother 
$2,000 a year and are in a 50% income tax bracket, you need $4,000 of before- 
tax income to make your contribution. By creating a lifetime $50,000 trust 
of securities yielding 4%, your mother would get $2,000 a year taxable 
at her low rate. For you, the tax saving would be about $1,800 a year. 








SMALL 
CONSOLATION 


ifter this year’s thin diet, 

what do Eastern Air Lines’ 

stockholders have to look for- 
ward to in 1962? 


“Ir we had some ham,” an old comic 
strip character used to observe, “we'd 
have ham and eggs, if we only had 
some eggs.” But Eastern Air Lines’* 
President Malcolm A. MacIntyre pur- 
ported to be dead serious when he 
laid such a repast before the line’s 
stockholders last month. 

Eastern, announced MacIntyre, was 
indeed losing money this year (a 
crunching $6.4 million through June, 
with third-quarter losses still to be 
reported). But the line could very 
well show an imposing $10-million to 
$12-million profit in 1962, he indi- 
cated, providing only two conditions 
prevailed. They were: 1) a consider- 
able cut in operating costs; and 2) a 
considerable (“59 plus’) increase in 
average fares. 

His chances on the first score may 
be judged from the fact that cost- 
Eastern’s most valiant 
efforts to date have not prevented a 
sharp expense rise. As for the second, 
the fundamental fare revisions that 
MacIntyre advocates (including, for 
example, a much smaller gap between 
coach and first-class fares) have vet 
even to come before the Civil Aero- 
nautics Board. And what decision the 
CAB would ultimately reach is any- 
body’s guess. 

Believability. The only tangible com- 
fort MacIntyre had for Eastern stock- 
holders was word that the line was at 
last past the break-even point on its 
New York-Boston and New York- 
Washington “air shuttle” service. In 
fact, he reported, the service should 
soon be able to absorb, if necessary, 
a depreciation charge on planes in 
its air-shuttle fleet (now composed 
entirely of fully depreciated Constel- 
lations). 

So sound was the air-shuttle idea— 
no reservations, assured seating, low 
fares and hourly departures—that the 
only question was why it took almost 
six months to cross the break-eveh 
point. The most cogent explanation 
for the delay was offered a while back 
by an Eastern vice president. The 
public, said he, just wouldn’t believe 
that it could possibly be so simple. 


conscious 


*Eastern Air Lines, Inc. Traded NYSE. Re- 
cent price: 21%. Price range (1961): high, 
3215; low, 22. Dividend (1960): $1. Indicated 

ayout: 25c. Earnings per share (1960): 
da$1.12. Total assets: 7.8 million. Ticker 
symbol: EAL. 
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SERVES BUSINESS COMMUNICATIONS ~ 


— 
am, 
ya ae ‘ot 





paper 
masters 


Speed communications 
with the one machine 
that does all these jobs 


3M’s development of the ““Thermo-Fax” Brand Copying Machine has made effective business communi- 
cations possible. Compact and inexpensive, this versatile business machine can be placed in any number 
of strategic locations, permitting quick, accurate on-the-spot reproduction. All electric, anyone can 
operate it, and it is fast—copying almost anything printed or written in just 4 seconds! 

Speeding information for decisions by copying letters, memos and meeting reports, is one of the 
most important jobs a ““Thermo-Fax” Business Machine can do for you. Copies are sharp and clean on 
white, bond-weight paper. No longer is the slow, subject-to-error carbon paper process necessary. 

And, the versatility of the ““Thermo-Fax” Business Machine doesn’t stop there. It makes the 
“short note reply” possible—now you can answer a letter with a marginal note on the original, keep 
the original and send a copy to the writer. It addresses gummed, perforated mailing labels. The 
““Thermo-Fax” Business Machine also laminates—protecting and beautifying important papers in 
plastic film. These and other recent applications make the ““Thermo-Fax” Copying Machine the most 
versatile business machine in the business world. 
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projection 
systems | transparencies 
copies 


for as little as 2¢ 


@ general copying 


addressing 
laminating labels 


‘‘Therrmo-Fax’’ Systems Papers—Eliminate making carbon copies of many office communi- 
cations. Now, you can make up to 25 sharp, clean stationery weight copies of anything written, printed, 
typed or drawn with ““Thermo-Fax” Systems Paper—for less than 2¢ per copy. And, this same versatile 
paper can be bound into any office form for increased copying flexibility. 


“‘Thermo-Fax’’ Visual Communication Systemm—A good visual communications system 
is the quickest way to inform, educate and train groups of people. The ““Thermo-Fax” Business Machine 
eliminates the high cost of preparing visuals. Ready-to-project transparencies can be made from originals 
in seconds, for pennies and used immediately on the new ““Thermo-Fax”’ Overhead Projector. Changes 
and additions can be made right up to the last minute. 


‘‘Thermo-Fax’’ Paper Masters—Now, with the development of ““Thermo-Fax” Paper Masters, 


short run reproduction is possible without specially trained personnel. At the touch of a button, the 
“Thermo-Fax” Business Machine will pre- 


® 
pare Paper Masters for as little as 12¢—and ‘ h ie, ry 0 -Fax 
they are ready for the press in 30 seconds. ' 
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The “Specialists in business communications” reputation 
of the 3M Company stems from years of research. Studies 
have been made of the communications problems of major 
industries. Programs recommended by 3M have helped 
solve many of these problems. Most of these programs 
are in booklet form and available on request. 

Your local dealer for ‘“‘Thermo-Fax”’ Products, too, is 
experienced in speeding and simplifying communications 
in a wide variety of businesses. He will be happy to study 
your own communications problems and make a recom- 
mendation. For more information on speeding and sim- 


plifying your communications, mail the coupon below. 


Thermo-Fax 


BRAND 


COPYIN G MACH IN E S 


THE TERM “THERMO-FAK™ IS A REGISTERED TRADEMARK OF 3M COMPANY 


Minnesota Mining and Manufacturing Company 
St. Paul 6, Minnesota, Dept. CP-500 


At no obligation, |'m interested in more information about ‘‘Thermo-Fax"’ 
Brand Copying Products. 


Name 


Company 





Address 





City 


CP-5C HS 








BUILDING MATERIALS 


DIVERSIFICATION ? 
NO THANKS! 


Basically,U.S.Gypsum makes 

only one product. Looking at 

its profits, it is hard to fault 
that single-minded policy. 





DIVERSIFICATION has been almost a 
panacea for the makers of building 
materials. Johns-Manville, Flintkote, 
National Gypsum and recently Amer- 
ican-Marietta have all gone in for it 
on a big scale. Not so, stolid United 
States Gypsum Co.* Said U.S. Gyp- 
sum Chairman Clarence E. Shaver 
last month, leaning back in his old 
leather armchair: “It is very easy to 
diversify the hell out of a company.” 
No one can level that accusation 
against Shaver: a solid 75°: of his 
$273-million sales last year was in one 
product, gypsum, which is_ better 
known as plaster of Paris. 

Too High? In one way, USG could 
use some new ventures. Its hoard of 
cash and government securities has 
averaged some $82 million over the 
past five years and has earned next 
to nothing for 13,700 stockholders. 

Shaver has no firm policy against 
diversification per se. Over the past 
two years USG has examined some 
20 acquisition possibilities. Yet those 
that Shaver liked he turned down for 
one main reason: the price, in his 
opinion, was too high. “We get many 
inquiries from companies for sale,” 
explains Shaver, “then if we examine 

*United States Gypsum Co. Traded NYSE. 
Recent price: 9915. Price range (1961): high, 
115; low, 95. Dividend (1960): $3. Indicated 
1961 payout: $3. Earnings per share (1960) 


$4.71. Total assets: $337.8 million. Ticker 
symbol: USG. 


the possibilities it boils down to a 
question of price. We figure it out 
and invariably it comes to somewhere 
around 30 times earnings. Who wants 
to pay that much for any company?” 
(USG common currently sells around 
20 times earnings.) 

Thus instead of diversifying, Shave: 
has poured as much as he profitably 
could into Big Gypsum’s basic busi- 
ness. Since 1951 he has spent some 
$190 million to develop what is prob- 
ably the most integrated and lowest- 
cost operation in the building mate- 
rials industry. 

Market Proximity. Like rival Na- 
tional Gypsum, Shaver has concen- 
trated on acquiring gypsum reserves 
and building plants close to major 
markets. The nearer USG could get 
to its customers, the more it could cut 
down on its biggest cost item, over- 
land transportation. In this respect 
it has succeeded admirably: out of 
USG’s 25 gypsum processing plants, 
15 are located both near a gypsum de- 
posit and close to a major market. Its 
other 10 plants, which are on the 
coast, get their raw material by cheap 
water transportation. Says Shaver: 
“There is a tremendous advantage in 
the wide distribution of our producing 
properties.” 

As a result of Shaver’s painstaking 
efforts, USG earns some of the best 
money in the building materials 
group. Over the past five years the 
company’s net return on shareholders’ 
investment has averaged 15.6% com- 
pared to 11.5% for Flintkote, 10.3% 
for Johns-Manville and 10.8% for 
National Gypsum. And last month, 
with housing starts coming out of 
their long slump, Shaver announced 
that earnings had taken a turn for the 
better. On revenues of $76.3 million, 
USG earned $10.7 million, racking up 


U.S. GYPSUM’S CHAIRMAN CLARENCE SHAVER: 
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the price just hasn’t been right 


a profit margin of 14%. “And for the 
fourth quarter,” he explained, “we 
should also do better than last year.” 
How Much Security? Success has 
done nothing to change Shaver’s in- 
nate conservatism. U.S.Gypsum retains 
no public relations outfit and has no 
formal executive training program 
From his oak-paneled office in 
Chicago’s loop, Shaver runs the com- 
pany with a firm hand and a sharp 
accountant’s eye on the bulging cash 
box. “We need that cash because we 
want to be independent of everyone,” 
he says, “and our cash reserves give 
us a financial position that is impreg- 
nable.” In the face of Big Gypsum’s 
solidly impressive 
could raise only one objection—and 
that in a small, timid voice. To wit: “Is 
that much security really necessary?” 


success, critics 


UTILITIES 


FAIR EXCHANGE 


TVA and Southwest Power 
Pool will never marry, but 
they are very close friends. 


Ir woutp have seemed impossible in 
the days of Tennessee Valley Au- 
thority’s flaming youth, but last month 
the impossible came to pass. A nine- 
man group representing TVA and the 
ll-company Southwest Power Pool 
met in Memphis to discuss the ex- 
change of massive amounts of power 
between the two systems. 

What gave the negotiations 
was a basic difference between the 
two systems. Air conditioning, irriga- 
tion, etc., give the SWPP members a 
summer peak load, while TVA’s elec- 
tric home heating yields a 
defined winter peak. Thus 1.5 million 
kw of excess peak capacity could be 
exchanged between the two systems 
for far less than it would cost either to 
build. For example, the $90 million 
that SWPP members would spend fo: 
transmission lines to distribute TVA 
power in summer is barely half the 
cost of building a like amount of 
capacity from scratch. 

Lightning Rod. The abundant good 
sense the proposal makes is not only 
economic, moreover. To the extent 
that the power companies can siphon 
off some of TVA’s excess summer ca- 
pacity, or supply some of its peak 
winter needs, the less plausibly can 
TVA argue for any future expansion 
of its own service area. Indeed, they 
feel that the very offer to exchange 
may have a deterrent value. “We 
really think,” said one utility com- 
pany executive privately, “that the 
monkey is on their back.” 


point 
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THE GREAT RAILROAD MERGER GAME 





GROWTH RAILROAD 


“GrowTH” is a term rarely applied to railroads in this 
day & age, but a growth railroad is just what Norfolk 
& Western President Stuart T. Saunders is trying to 
put together. Last month in Washington the Inter- 
state Commerce Commission opened hearings on a 
N&W merger scheme. The plan would allow Saunders 
to absorb the Nickel Plate, lease the Wabash and buy 
the Pennsylvania’s Sandusky line. (Later the ailing 
Erie-Lackawanna may come in.) 

Stretching from Norfolk, Va. to Omaha, Nebr., the 
proposed new road (see map below) would cover 
7,400 miles of track and boast assets of $1.7 billion. In 
revenues it would be the nation’s fifth largest, but in 
terms of profits it would come first. Even in depressed 
1960 the three earned $77.2 million on revenues of $503 
million; its nearest rival in profitability, the Sopac 
earned $65.4 million on revenues of $760 million. 

The N&W owes its profitability to smart operating 
economies, the continuing high level of U.S. coal ex- 
ports and a very successful December 1959 merger with 
rival Virginian Railway. Thus the N&W has had one 
of the few growth records in U‘S. railroading. Between 
1950 and 1960 its share earnings climbed 60% (to $8.15 
a share) and the vital operating ratio was cut from 
69.39% to 59.7%. The N&W’s prosperity was a factor 
in the continued solvency of the giant Pennsylvania 
Railroad, the N&W’s biggest stockholder. 

If the merger goes through, Saunders hopes to use 
his talents and the N&W’s natural advantages on a far 
broader geographical scale. The merger also would cut 
its dependence on coal traffic and coke from 67% of 
revenues to just 37%. Also figuring prominently in 
Saunders’ merger plans: estimated operating savings 
of $27 million a year. 
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THE PROTAGONIST: 
He Holds A Strong Hand 


Sruart T. Saunpers’ Norfolk & Western is an iron and 
steel embodiment of the railroadman’s dream: a road 
that can run its loaded cars downhill and its empties 
up. The N&W does almost exactly that, hauling the 
grimy, black harvest of the mountainous Pocahontas 
Region’s bituminous mines down to the Atlantic. A 
highly mechanized operation, such coal-hauling ac- 
counts for almost 75% of the N&W’s tonnage, frees the 
road from the high labor costs and passenger losses 
that plague even well-run railroads. Operating 
and maintenance costs burned up less than 60% of 
N&W’s revenues last year as opposed to 79.5% for the 
average Class I railroad. 

Such good fortune by no means accounts for all of 
Saunders’ success—nor of the N&W’s prosperity. It 
took good salesmanship and sound management on 
Saunders’ part to wrest from the rival Chesapeake & 
Ohio the lion’s share of the coal tonnage through 
Hampton Roads. (N&W now has about 70% to the 
C&O’s 30%.) And it was Saunders’ persistence and 
thorough preparation of his case that persuaded the 
ICC to let him merge his N&W with the rival Virginian 
in 1959—the first big railroad merger in this century 

Consummation by ‘62? This time (see map) Saun- 
ders is convinced he can repeat the Virginian success 
on a bigger scale. Saunders’ goal: consummation of the 
merger by mid-1962. 

The man with these considerable accomplishments 
and even bigger ambitions is a Harvard-trained lawye1 
Saunders practiced law in Washington for five years 
before joining the N&W’s legal department in 1939 
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He became pres- 
ident in April 
1958. 

Saunders has 
prepared his 
current merger 
case with a law- 
yer’s painstaking 
care. A bouncy, 
gregarious man 
in his dealings 


with people, 
Saunders be- 
comes careful 


and deliberate in 
business matters. 
He is the kind of 
lawyer who be- 
lieves in winning 
his case before he gets into court. To that end, Saun- 
ders late last month persuaded the ailing Erie-Lacka- 
wanna to withdraw its opposition to his new merger. 

Saunders, now 52, incessantly expounds his favorite 
theme: “Well-conceived railroad mergers are an eco- 
nomic necessity.” With the railroads no longer a trans- 
portation monopoly, argues he, how can they survive 
with the kind of competition that grows out of the fact 
that there are no less than four different rail lines 
competing on the Buffalo to New York route alone. 

A Strong Hand. In the merger game, Saunders holds 
a strong hand. N&W is one of the few major railroads 
whose common stock actually sells above book value. 
This, of course, makes for excellent trading against the 
relatively depressed shares of other railroads. 

Saunders does hold one weak card, however. So 
close to the brink are several big railroads, that some 
authorities favor forced mergers rather than voluntary 
ones. That way, strong roads such as the N&W and 
C&O would be forced to take on the burden of weaker 
roads such as the New York Central. If forced mergers 
became ICC policy, the N&W’s well-heeled stock and 
bondholders would probably lose all stomach for the 
merger game. 

Last month, as the first morning of the ICC hearings 
ended, he was on the stand. Precisely at 12:30, just 
as ICC examiner Lester Conley was raising the gavel, 
Saunders uttered the last word in his prepared testi- 
mony. Smiling, he looked up. “That,” said he, “is 
N&W precision for you.” By such precise preparation 
of what he regards as an eminently reasonable set of 
arguments, Saunders is convinced he can win his case. 


SAUNDERS 


THE ANTAGONIST: 
He Has His Back To The Wall 


For HARD-DRIVING Alfred Edward Perlman, no less than 
for Stuart Saunders, railroad mergers are both inevi- 
table and desirable. But out of hard necessity, the New 
York Central president has become, in effect, an advo- 
cate of “forced” (i.e., government-directed) mergers 
rather than purely voluntary ones. Partly because of 
its operating problems, but more importantly because 
of its debt-heavy capitalization (some Central bonds 
sell at discounts of almost 50 cents on the dollar and 


... IN THE EAST? 





fixed charges last year cost it $6.18 a share), the Central 
cannot find a willing merger partner. 

That leaves Perlman two choices: make a merger on 
any terms he can; or try to stall the whole merger 
movement until the Central is stronger or until the 
Government finds it a stronger partner. 

No Surrender. No one who knows Al Perlman would 
expect him to take the first path of surrender. 

Long on operating savvy, shy in public and reported- 
ly at times short on temper, Alfred Perlman, 59, is a 
resolute challenger of long odds. When Financier Rob- 
ert Young emerged the victor for Central in a bitter 
1954 proxy battle, Young needed an operating boss. 
Perlman was then executive vice president of the Den- 
ver & Rio Grande Western. Come to dinner, said 
Young, and M.I.T. Graduate Perlman was handed one 
of the U.S. railroad industry’s biggest jobs—and tough- 
est problems. 

In six years he has poured $320 million into modern- 
ization, much of it to give Central its first new yards 
in 30 years. He ruthlessly lopped off money-losing 
branch lines, whittled away at Central’s staggering debt 
(some $850 million at the start of this year). 

Mr. Perlman (he is “Al” to few), however, has been 
deprived of the fruits of his efforts by the railroad 
depression of the past few years. In the first eight 
months of this year the Central plunged $26 million 
into the red. Also bleeding Central’s treasury was last 
year’s investment in B&O stock—a tactic in Central’s 
fight to block yet another major eastern merger. 

“Buy It!’ Disappointments notwithstanding, Central 
and Perlman are still factors to contend with. An as- 
sociate tells how a Central crew once needed dirt in a 
hurry to repair flood damage. Perlman pointed to a 
nearby bluff. “That’s not our property,” said a sub- 
ordinate. Snapped Perlman: “Buy it.” 

But Perlman may find the political and financial 
tangle of the merger game a good deal tougher than 
straight railroad operating problems. His staff has had 
to fight both in C&O-B&O and N&W mergers. Central 
spokesmen have charged that the Pennsylvania Railroad, 
the Central’s arch-rival, was masterminding the Nor- 
folk & Western plan (Saunders steadfastly denies it) 
and that the Central will not be able to survive if 
either merger leaves the Central on the outside 

But such de- 
laying tactics ob- 
viously cannot 
succeed _ indefi- 
nitely. Perlman’s 
best long-range 
hope: a sufficient 
burst of indus- 
trial prosperity 
to put the highly 
leveraged Cen- 
tral firmly in the 
black and make 
it a less for- 
bidding merger 
partner. And that, 
of course, is well 
beyond Al Perl- 
man’s control. 





PERLMAN 
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BASIC MATERIALS 


HORSE OF A 
DIFFERENT COLOR 





Last month Cleveland’s M.A. 

Hanna Co. finally bowed to 

the logic of its long corpo- 
rate history. 


For the past three-quarters of a cen- 
tury, Cleveland’s massive M.A. Hanna 
Co.* has proved one of the most 
potently seminal forces in American 
industry. Over the years, its vener- 
able iron ore, coal, blast furnace and 
shipping business has sired an awe- 
some trio of industrial giants: Na- 
tional Steel, the U.S.’ fifth-largest 
steelmaker; Consolidation Coal, its 
No. One coal miner; and Hanna Min- 
ing, largest independent producer and 
seller of iron ore. 

Since 1958, however, the parent 
company’s industrial operations have 
been only a shadow of their former 
self. In that year Hanna Mining, its 
largest operating subsidiary, sold 
enough shares to the public to cut the 
parent company’s holdings to a mi- 
nority (46°) interest. M.A. Hanna’s 
direct operations were now confined 
largely to running its own ailing an- 
thracite business and to managing 
shipping and mining operations for 
others. After 1958, therefore, most of 
its energies went into watchdogging 
its $450-million investment portfolio, 
pre-eminently its interests in Na- 
tional Steel (27% owned), Consolida- 
tion Coal (25% owned) and Hanna 
Mining (46% owned). Last year 

*M.A. Hanna Co. Traded over-the-counter 
Recent price: 134. Price range (1961): high, 


140; low, 95. Dividend (1960) : $3. Earnings per 
share (1960) : $4.41. Total assets: $519.7 million 


PRR IE “ae 
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nearly 85% of Hanna’s $15.9-million 
pretax profit came from dividends 
alone. Hanna now looked remarkably 
like an investment trust. 

Shakedown. Last month Hanna at 
last accepted the logic of its corporate 
history. The announcement was made 
by Hanna’s new chairman, Gilbert W. 
Humphrey, son of the architect of 
much of Hanna’s spectacular growth, 
one-time Secretary of the Treasury 
George M. Humphrey. Hanna, he 
revealed, would withdraw from active 
operations entirely and transform it- 
self into a closed-end, non-diversified 
investment trust. In keeping with 
Hanna’s traditions, it would, of course, 
be the U.S.’ largest of its kind (see 
box, p. 35)—a cash-rich giant with 
assets of over $500 million. Concluded 
Chairman Humphrey: “A logical for- 
ward step.” 

But with customary Hanna hard- 
headedness, Humphrey had no in- 
tention of putting Hanna’s operating 
properties on the open market. In- 
stead he proposed to transfer as many 
as he could to Hanna’s associated 
companies. Hanna, Humphrey de- 
clared, would sell only its anthracite 
coal and Canadian coal distributing 
business to outsiders. Consolidation 
Coal would acquire Hanna’s lake coal 
business and fueling docks at Wind- 
sor, Ont., while Hanna Mining would 
pick up the general ore sales and 
commission business as well as its 
profitable investment in the Iron Ore 
Co. of Canada. Price for the entire 
package: $28 million, for a net gain 
after taxes of $8 million. 

Question Mark. Why had Hanna’s 
operations and investment portfolio 
come to the parting of the 
Probably because for Hanna _ its 
shrunken direct operations had sim- 
ply proved more trouble than they 


ways? 


HANNA ORE CARRIER LAID UP FOR WINTER: 
the alternatives were more of a challenge 
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HANNA’S HUMPHREY: 
logic won out 
were worth. In recent years, Hanna’s 
anthracite business has followed the 
same desperately marginal course as 
most other producers in the industry 
Its rather limited mining and shipping 
operations have fluctuated regularly 
with the fortunes of the steel indus- 
try they serve. Hanna continued to 
make money on them—an estimated 
$1 million on last year’s $16 million in 
operating revenues—but clearly felt 
it could put its 
profitable use. 

Chairman Humphrey and Hanna's 
new president, William A. Hobbs, 
preferred, however, to accentuate the 
positive. “Rather than saying that 
our direct operations have declined 
to the point where we're not inter- 
ested,” Hobbs admitted last week, 
“we prefer to emphasize that our in- 
vestment portfolio has grown so large 
that we feel we need to devote ou 
entire energies to managing it.” 

Humphrey and Hobbs had no 
doubts that Hanna’s new course would 
pose a considerable challenge to its 
investment ingenuity. “With $60 to 
$70 million in cash on hand,” says 
Hobbs, “finding suitable investments 
will be our foremost problem. There'll 
be diversification of the portfolio, 
but when we do diversify, we'll prob- 
ably do pretty much as we always 
have—invest in large chunks and for 
the long pull. If there is any emphasis 
in the portfolio, you can be sure it'll 
be in raw materials and basic indus- 
tries, the fields we know best.” 

New Look. Humphrey and Hobbs 
had yet another scheme up their 
sleeves. In addition to cutting off 
Hanna’s operating branches, they also 
planned to eliminate the non-voting 
provisions of its Class A common, 
split it 4-for-1 and apply for a list- 
ing on the New York Stock Exchange. 
Except for capital gains, all Hanna 
earnings would henceforth be paid 
out. Expected 1961 total: $4.50. 

“There are considerable advantages 
to the plan,” says Hobbs, “particu- 


resources to more 
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larly for our large stockholders. List- 
ing will provide a broader market for 
our stock and simplify the complica- 
tions involved in appraising its value 
for inheritance tax purposes. We 
want to do everything we can to make 
our stock more attractive.” That 
Humphrey had already succeeded in 
that respect was obvious last month. 
As soon as the news was announced, 
Hanna’s stock rose five points in over- 
the-counter trading to 140. 


HYBRID 
HOLDING COMPANIES 


As an investment company, Hanna 
intends to maintain its traditional 
policy—"to concentrate our hold- 
ings in a few companies in which we 
have confidence and then help in 
every way that we can to build ~ fas 
companies into the strongest possi- 
ble positions in their respective 
fields." Thus Hanna will join that 
select group of closed-end trusts 
that play a major operating and 
policy role in many of the com- 


panies they have invested in. 

Total Net 
Assets* 
millions 


$519.7 





% Ownership of 
Maior Holdines 


Company 

M.A. HANNA 
National Steel 
Consolidation Coal 25.4 
Hanna Mining 46.5 
General Reinsurance 1.1 
Algoma 4.8 
Midland-Ross 10.8 

TRANSAMERICA 
Occidental Life 100 
Pacific Nat. Fire Ins. 100 
American Surety 97.4 
Automotive Ins. 100 
Capital 
General Metals 96 
Phoenix Title & Trust 99 

NEWMONT MINING 
Continental Oil 4.5 
Granduc Mines 37.6 
Magma Copper 21.5 
O’okiep Copper 57.5 
Sherritt Gordon Mines 37.4 
Cassiar Asbestos 16.4 

ELECTRIC BOND & SHARE 
American & Foreign 

Power 





26.3% 


52.6 
Chemical Construction 99.8 
Ebasco Services 100 
Walter Kidde Const. 100 
Escambia Chemical 

ALLEGHANY CORP. 
Baltimore & Ohio 
Investors Div. Ser. 
Missouri Pacific 
New York Central 

ARGUS CORP. 

Br. Col. Forest Prod. 
Canadian Breweries 11.0 

23.6 

17.7 

Massey-Ferguson 12.4 

Standard Radio 49.9 


*Source, Arthur Wiesenberger & Co., (12/31/60) 
tSource, M.A. Hanna Co., (9/30/61). 

**Voting stock. 

+t50% of Class B, 1.18% of Class A 


Dominion Stores 
Dominion Tar 
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BANKING 


WELLS FARGO 
RIDES AGAIN 


Emerging from the shadow 

of giant Bank of America is 

an old western bank with 
new vigor. 


To most Americans, Wells Fargo* is 
the name of a bank robbed each week 
on television. But in San Francisco, 
Wells Fargo+ is the name of the city’s 
second largest bank, whose record 
$2.8-billion assets make it the na- 
tion’s 11th largest. 

Wells Fargo is the descendant of 
the old 1852 western bank famous for 
shipping gold dust and being robbed 
28 times by Black Bart, the notorious 
highwayman who always left a mock- 
ing poem. Black Bart couldn’t stop 
Wells Fargo from growing, but 108 
years of tradition did. Wells Fargo ex- 
ecutives ran the bank like a Tiffany’s 
of California banking, socially a big 
cut above the common people’s Bank 
of America. By 1960 Wells Fargo had 
only 13 offices, half of the 1855 total 
and all in the San Francisco Bay area. 
With little in real estate and even less 
in consumer loans, Wells Fargo pre- 
ferred to be a wholesale bank catering 
to large corporations and correspond- 
ent banks. 

Tradition’s Cost. There was a major 
flaw in this policy. Growth in north- 
ern California occurred largely out- 
side San Francisco’s city limits. Wells 
Fargo failed te grow. 

But early last year all this changed. 
Wells Fargo merged with retail- 
minded (102 branches) American 
Trust Co., once the same size as 
Wells Fargo but now 2% times as 
large. Wells Fargo’s tradition-minded 
President Isaias Warren Hellman be- 
came chairman of the board of the 
merged bank. American Trust’s dy- 
namic President Ransom Cook rode 
shotgun as president and actual oper- 
ating head. 

Immediately, Cook began to shat- 
ter tradition. He announced his bank 
would henceforth spread its opera- 
tions over all northern California. He 
paid interest from the day of deposit 
on savings, which again increased 
after two years of stagnation. He an- 
nounced he would keep dividends on 
a conservative basis to provide needed 
capital from retained earnings rather 


“Wells Fargo Bank American Trust Co 
Traded over-the-counter. Recent price: 71'¢. 
Price range (1961): high, 8342; low, 5634 
Dividend (1960): $1.60. Indicated 1961 pay- 
out: $1.60. Earnings r share (1960): $4.04. 
Total assets: $2.8 billion. 


+The bank's full title, Wells Fargo Bank 
American Trust Co., will soon be shortened 
again to Wells Fargo Bank. 


than periodic stock issues. 

“Now we go after everything,” says 
Cook, “and we don’t have any trou- 
ble competing with the Bank of 
America. We account for about 25% 
of all the banking business in north- 
ern California.” 

Wider Still? As deposits snowball, 
Wells Fargo is becoming an even 
larger bank whose new powers Cook 
is just beginning to use. “We do busi- 
ness in Japan, Hong Kong and Malaya 
that I wouldn’t have dreamed of doing 
when we were a smaller bank,” he 
claims. “And we are handling many 
corporate loans which formerly would 
have been negotiated by New York 
banks.” 

Yet something of the old Wells 
Fargo conservatism still lingers in 
the new bank. Although permitted by 
law to establish branches all over the 
state, Ransom Cook is determined to 
preserve the provincial character of 
his bank and not spread out like 
the Bank of America with its 728 
branches. “We don’t want to be 
America’s biggest bank,” says Cook, 
“just the best bank in northern Cali- 
fornia.” 

Stockholders won’t see much bene- 
fit from all this in 1961. Wells Fargo’s 
earnings per share for 1961 will fall 
slightly below last year’s total. This 
is largely because Cook was unable 
to find enough added loan business 
to put his increased deposits to work 
during the recession earlier this year. 
Thus he is pouring funds into low- 
yielding treasury bills. But as busi- 
ness picks up, Cook is confident that 
he will be able to expand his loan 
volume as aggressively as he already 
has his deposits. 

And he has another source of chee 
stagnant no longer, Wells Fargo well 
may become San Francisco's fastest- 
growing bank. 


FIRST WELLS FARGO OFFICE: 
an old bank growing again 
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TEXTILES 


HIS OWN BOSS 


Cannon Mills is being kicked 

off the Big Board, but Boss 

Charlie Cannon couldn't care 
less. 


WHEN it comes to being closed- 
mouthed, few corporate presidents 
can compare with Cannon Mills Co.’s* 
Charles A. Cannon. Running a one- 
man show in a one-company town, 
he feels no necessity to talk about 
his business with others—not even 
with Cannon Mills’ more than 8,000 
shareholders. 

His annual report is a stark four 
pages, limited to balance sheet, in- 
come statement and accountant’s cer- 
tificate. For interim reports between 


*Cannon Mills Co. Traded NYSE. Recent 
price: 72',. Price range (1961): high, 83, low 
399. Dividend (1960): $3. Indicat 1961 pay- 
out: $3. Earnings per share (1960): $6.49 
Total assets: $163.2 million. Ticker symbol 
CAM 


“you'll save— they’! 


Feutit-of the 


these skimpy offerings, stockholders 
must be satisfied with the fine print 
on financial pages. 

Proxies or Out. Last month the new- 
fangled era of corporate communica- 
tiveness finally caught up with towel 
& sheetmaker Cannon. The New 
York Stock Exchange warned him 
that it would delist Cannon Class A 
shares (Class B shares are already 
traded over-the-counter) unless he 
agreed before the end of the year to 
solicit proxies. That would mean tell- 
ing stockholders about such things as 
executive salaries and shareholdings 
and giving them the right to vote by 
mail at the annual meeting if they 
could not attend in person. 

Charlie Cannon’s response was both 
prompt and typical. “The directors 
of Cannon Mills Co.,” intoned he, 
“acting in the best interests of the 
company, have elected not to comply 
with the rules and regulations of the 
Exchange which have been adopted in 
the past few years.” Since ten out of 
11 Cannon directors are also company 
employees, this meant just one thing: 


ravel’’ when you send 


Month Club 


from Harry and Dave ‘way out in Oregon 


Hardly 1 person in 1000 ever gets such exciting 


for Christmas 


gifts (not in stores—limited supply). Hand picked, 


direct from tree to you. Nothing else like it, and 
you'll never hear the last of it. 


January 


February 


January, Apples; February, Grapefruit 
Order Gift No. 11 


3-BOX CLUB (Shown) Royal Riviera Pears® at Christmas; 


ee $4285 

delivered 
12-BOX CLUB The whole year—a dozen dazzling gifts! At 
Christmas, Royal Riviera Pears; January, Apples; February, 


Grapefruit; March, Royal Oranges; April, Pineapple; May, 


Preserves; June, Home-Canned Fruit; July, Nectarines; 
August, Pears; September, Peaches; October, Grapes; 
November, Spanish Melons $5 
Order Gift No. 20 only 

delivered 
8-BOX CLUB Same as 12-Box omitting March, April, 
June, August. $3495 
Order Gift No. 15 only 

delivered 


Your giftmanship"ll get you thanked all year. Each 
sumptuous gift is beautifully packaged with your 
greetings enclosed. 

EASY TO ORDER: Send list of names plus check or M.O. 


(No charges or C.0.D.), tell us how to sign greetings. Order 
now—Air Mail! 








CANNON’S CHARLIE CANNON: 
40 years of the iron hand 


blunt, dictatorial Charlie Cannon 
couldn't care less what the Stock Ex- 
change thought. Thus the first de- 
listing in Exchange history over the 
proxy question now seems virtually 
assured. Cannon shares will be leav- 
ing the Big Board after a mostly quiet 
33-year association. 

Strangely enough, Cannon has little 
to hide. Sales, mostly of trademarked 
cotton towels, sheets and bedspreads, 
have fluctuated only slightly from the 
$200-million level during the past five 
years. Over that period, Cannon has 
managed a 5.7 cents return on the 
sales dollar, close to twice the textile 
industry average. And, in the face of 
dividend cuts this year by at least 
four textile companies, Cannon is 
paying out $3 a share for the 14th 
year in a row. Recession or no, the 
company earned $2.70 in the first half 
of 1961, down only 3c a share from 
the same period of 1960. 

Loyalty Banquet. Now 69, Charles 
Albert Cannon (son of firm founde: 
James) has run his company with an 
iron hand for the past 40 years. And 
son William C. Cannon, now 48, and 
a company officer since reaching his 
majority, will undoubtedly eventually 
become the third generation head of 
the firm. Each year Charlie Can- 
non benevolently presides over a 
“Loyalty Banquet” at his Kannapolis 
(Greek for “Loom City”), N.C. head- 
quarters, for the 10% of his workers 
—none of them unionized—with more 
than 25 years of service. He per- 
sonally owns some 15% of Cannon 
Mills stock, controls at least anothe1 
12% held by the Cannon Foundation 
And, as was once again clear last 
month, he doesn’t feel he needs any- 
body’s outside advice on how to run 
his company 
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1. How much are we producing? (FRB index) 
2. How many people are working? (BLS production workers 


3. How intensively are we working? (BLS average weekly hours 

4. How much hard goods are we ordering? (Dept. of Commerce 

. Are people spending or saving? (FRB department store sales) 
How much are we building? (privcte non-farm housing starts) 
What is the money supply? (net bank deposits plus invest- 
Factors are adjusted to reflect changing values of the dollar, 
Plotted line for current year is a preliminary weekly figure, and 
may not agree with the revised monthly total shown in tabular 


form Dotted projection indicates an 8-day estimate based on 
tentative figures, and is subject to revision 















































Nov. 


101.1 


100.3 


Jan. Feb. March April May 


98.9 99.2 100.1 101.7 102.9 


Oct. 
(prelim.) 


107.7 


june July Aug. Sept. 


105.1 106.1 106.5 107.0 





THE MARKET OUTLOOK 


Split Personality 


Tuts, as I’ve often observed, is an 
economy and a stock market with a 
“split personality.” The over-all 
pressures are less than they were in 
times past. For example, the fact 
that most stocks are well held, that 
there is steady demand from serious 
buyers, has permitted last spring’s 
nonsense in individual issues to be 
absorbed and corrected. Similarly, 
the weakness in certain finished 
goods prices, the lag in many tradi- 
tional industries, has been more than 
offset by strength in new industries, 
the accelerating demand for services. 

But the fact that we have a new 
and different kind of prosperity to- 
day, that there’s an extraordinary 
boom in consumer spending for serv- 
ices, should not be allowed to obscure 
one point: It’s been about six years 
since we had an automobile boom 
and about ten years since we had a 
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by SIDNEY B. LURIE 


general consumer 

durable goods 

buying spree. I 

suspect that an- 

other is in pros- 

pect. In other 

words, as the re- 

alization grows 

that the world 

crisis is chronic rather than critical, I 

believe confidence will improve, and 

the gap between lagging retail trade 

and rising consumer income then will 

close. Thus, there is no change in my 

opinion that the production index is 

on the way to a new high. 
Marketwise, these beneath-the- 

surface changes can be more signifi- 

cant than generalizations with respect 

to the broad business outlook. To 

illustrate the point, in the mid-Fifties 

when the consumer durable goods 

buying spree was making most manu- 


facturers happy, the big battle cry 
was to the effect that the TV and 
radio set manufacturers who didn’t 
have a full line of durable consum- 
er goods (refrigerators, etc.) were 
destined for oblivion. If memory 
serves me, this was the time RCA, 
Philco and Admiral were busy broad- 
ening their horizons—and creating 
headaches for today. On the other 
hand, Zenith, Motorola and Magnavox 
stuck to their knitting—and wrote 
success stories for their stockholders. 

Why stress the point? Because it 
points up one of the many reasons 
why America’s security buying hab- 
its have changed, why the search is 
for the stocks with a The 
“story” can revolve around a number 
of considerations—management as 
well as invention, price and immediate 
prospects as well as_ long-term 
promise. 

For example, all the evidence that 
has crossed my desk since my Octo- 
ber 1 column supports the belief that 
the worst of the semiconductor in- 
dustry’s troubles now is past history. 
Some little-noticed bright spots are 


story. 
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Exceptional 
Profit Opportunity! 


ECONO(@CREST 


COIN-OPERATED 
DRY CLEANING 


Tremendous untapped market for 
inexpensive self-service dry cleaning! 


Enormous profit potential in 
ECON-O-WASH/ECONO-CREST 
laundry and dry cleaning store fran- 
chises now available. 


2 Backed by the world’s largest man- 
ufacturer of professional laundry and 
dry cleaning equipment! 


2 Minimum cash down ... 90% of all 
your equipment financed. 


Take advantage of this revolution- 
ary new business opportunity offered 
by the only company with experience in 
both coin-operated laundries and pro- 
fessional dry cleaning manufacture. For 
complete information, (no obligation) 
write: 

Mr. J. A. Coleman 

Small Equipment Sales, Dept. FB-111 
American Laundry Machinery Industries 
Cincinnati 12, Ohio 


Div. of The McGraw-Edison Co. 


42% Interest 


with Insured Safety! 


* 4%% a year (current annual rate). 

Interest paid or compounded quarterly. 
Accounts insured to $10,000 by the Federal 
Savings and Loan Insurance Corporation, a 
permanent agency of the U.S. Government. 
Full FSLIC coverage available on 

almost any amount (through a series of 
multiple or trust accounts). 

Savings protected by Great Western’s 
$400,000,000 in assets. 

Savings postmarked by the 10th earn 
interest from the Ist. 


| GREAT WESTERN SAVINGS | 


an Association 
IK. A. Frost, Nationa Dept. P.O. Box 54174 
Terminal Annex, Los Angeles 54, Calif. 


[] Please open my Savings Account at Great 
Western Savings. | enclose (] check, —] money 


order in the amount of $ 


CT Please send me your comprehensive savings 
brochure, ‘‘You and Your Money.” 


—__— 
ADORESS___ _ 
— #8 __ STATE 





appearing. In this connection, I be- 


| lieve that Transitron Electronic Corp. 


is a very interesting speculation 
around 18 inasmuch as: 1) The com- 
pany has been able to cut its cloth to 
fit the present price pattern, and there 
has been a substantial decline in the 
break-even point. 2) I believe the 
December-quarter profit will be much 
above September-quarter results even 
if dollar volume is unchanged. The 
cost cutting program is having a cu- 
mulative effect. 3) There is a distinct 
likelihood of a sharp pickup in busi- 
ness this winter, which may mean 
that Transitron could be earning at 
the rate of 75c per share some time 
in the first half of next year. 

These constructive comments are 
not meant to imply that Transitron is 
“on the way back” to the all-time 
high of 60 recorded in 1960, or even 
this year’s high of 42. Some impor- 
tant questions remain unanswered. 
Rather, I believe the stock is bottom- 
ing out, that the tax-selling pressure 
is largely over. 

On a different scale, I 
American Radiator is an interesting 
long-term speculation around 15, 
paying 80c a share. For one thing, 
the company’s highly profitable Euro- 
pean manufacturing operations make 
it a natural beneficiary of the new 
prosperity in Common Market coun- 
tries. Foreign operations contributed 
65°, of last year’s earnings and 26° 
of sales. Secondly, while the domes- 
tic plumbing and heating and indus- 
trial products operations were barely 
in the black in the first quarter, sec- 
ond- and third-quarter results made 
much more pleasant reading. Thirdly, 
I believe 1961 earnings will be around 
$1.25 per share (vs. $1.11 last year), 
and more is in prospect for next year. 
The company has agreed to dispose 
of its Youngstown Kitchens Division, 
which will eliminate losses and a 
drain on management talents. 

In my opinion, the proposed merger 
of Montgomery Ward with Interstate 
Department Stores presents a very 
interesting speculative opportunity. 
For one thing, I believe the merger 
will provide the aggressive manage- 
ment factor which heretofore has 
been lacking. Secondly, it should 
give Montgomery Ward an entree 
into the discount field and an oppor- 
tunity to push its growth vigorously 
in this direction. Thirdly, it’s logical 
to assume that the merger will result 
in an accelerated program of cutting 
back the unprofitable stores in the 
Ward chain. An almost “automatic” 
profits lift can come from their dis- 
continuance. Marketwise, it seems ob- 
vious that Montgomery Ward is “sold 
out.” The merger, I think, will be the 
spark that rekindles interest. 


believe 


Many months ago, I mentioned that 
United Fruit Co. (now around 26) 
could be an interesting long-term 
speculation. As I understand it, the 
third quarter was in the black in con- 
trast to a heavy loss a year ago, the 
reason being that banana prices have 
held up quite well, as has demand. 
In the next six months, United Fruit 
will know the results of two impor- 
tant market tests which are now un- 
der way. For example, people in the 
San Francisco area have been buy- 
ing bananas in trademarked boxes 
rather than on stems. In the Gulf 
Coast area, the company is testing 
consumer reaction to its lacatan ba- 
nana, the disease resistant variety 
which it developed. Thus far, prog- 
ress has been made on both scores. I 
still like the stock. 

Apropos my September reference 
to Dynamics Corp. of America as an 
interesting long-term $13 speculation, 
I understand that incoming orders in 
the first nine months were some 75% 
above those received last year. The 
current order backlog is said to be 
in the $40-million area, and there are 
some important orders pending. The 
big problem, and this may result in 
1961 earnings being only about the 
same or a little better than last year’s 
results, is the fact that the orders 
require a tremendous amount of en- 
gineering and testing. However, 1962 
should be a big year and I wouldn't 
be surprised if the company 
consideration to NYSE listing. 

Deere & Co.'s 1961 sales and earn- 
ings should be in the $515-million, 
$4.75 to $5 per-share area, respec- 
tively, which means 1961 will be the 
second best year on record. Although 
the showing is relatively disappoint- 
ing (the drought and cuts in corn 
planting acreage reduced earlier ex- 
pectations), it’s interesting to note 
that: 1) This year’s earnings estimate 
excludes about 40c a share in credit 
company earnings and 30c-35c a share 
in foreign company earnings, both of 
which have been increasing. 2) Based 
on all the traditional indicators, 1962 
should be a better year. Further, the 
company then will have the benefit 
of new facilities and will be free of 
this year’s starting up expenses. 

Just to “round out” this off-beat 
package of comments, I see specula- 
tive merit in Republic Aviation Corp. 
(around 47) even though it is a “one 
plane” company. Republic’s F-105 is 
the only fighter plane in production 
for the Air Force. As such, deliveries 
are more likely to be increased than 
decreased. With the company hav- 
ing gone from a cost-plus to a fixed- 
price basis last year, 1961 earnings 
could be in the area of $7 per share, 
more than double those of last year. 
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A NEW KIND OF INVESTMENT: 


THE BURGEONING SBIC’S 
(Small Business Investment Companies) 


Two SBIC's in particular are commended to the attention of investors interested in 


EXTRAORDINARY CAPITAL GAINS 





Thus far largely overlooked, the publicly-held SBIC’s 
offer investors the increasingly rare opportunity to gain 
“ground floor” entry into sound new businesses in prom- 
ising industries. 

In the past, such opportunities have been most often 
the purlieu of especially wealthy investors and profes- 
sional entrepreneurs. Now, however, while the tax- 
favored SBIC’s are indeed attracting the very rich, they 
beckon, too, to those of more modest means. 

For investors with limited capital, the SBIC’s repre- 
sent just about the only method that can be considered 
prudent of sharing in the spectacular growth that char- 
acterizes the careers of many small companies in the 
vanguard of technological breakthrough. 

Briefly, SBIC’s are companies that invest in other, but 
only small companies. As such they enjoy numerous ad- 
vantages, bestowed upon them by Congress to encour- 
age the growth of small companies. Specifically, a 
SBIC may only invest in, or lend money to, companies 
which (a) are independently owned and operated, (b) 
are not now dominant in their fields of operations, (c) 
have total assets not in excess of $5 million, (d) have a 
net worth of not more than $2.5 million, and (e) show 
after-tax income for the two preceding years of not more 
than $250,000. 

When you buy shares in a well-run SBIC, you, of 
course, participate in the ownership of all the businesses 
the SBIC has itself invested in—thereby gaining not 
only— 

1. Wide capital gains potential, 
but also 

2. Broad diversification among incipient businesses 
—a diversification you could not otherwise ob- 
tain with limited capital (a publicly-held SBIC 
is not permitted to invest more than 20% of its 
capital in one company), 
Breadth and expertise of management, 
Great leverage, through legally established bor- 
rowing power up to 4 times the SBIC’s original 
capital, 
Immediate marketability, 
6. Highly important special tar advantages. 


The SBIC’s recommended now by Value Line: 

Both the two stocks recommended by Value Line, in a Spe- 
cial Report you are invited to send for, show extraordinary 
capital gains potential—possibly 100% or more. 

There are also these other important considerations: 

Theoretically, of course, maximum diversification 
among the various SBIC’s now publicly owned would 
seem to assure the greatest chance that at least one of 
them will work out sufficiently to warrant such an in- 
vestment. With some 3 dozen SBIC’s already in public 
hands, however, such an approach is patently unfeasible. 
Nor, indeed, do we believe it necessary to go that far. 

In selecting particular stocks, we have not only chosen 
two of the most promising situations from the entire 
group, but two that give the investor a maximum pos- 
sible degree of diversification and balance. In our opin- 
ion, these two companies admirably complement each 
other for these major reasons among others: 

(1) Investment Policy: One company intends to con- 
centrate heavily in electronics and other tech- 
nical industries; the other, by contrast, is 
spreading its investments over a wide spectrum 
of industrial and commercial industries. 
Management Background: In line with these 
divergent investment emphases, the first com- 
pany’s management is predominantly techni- 
cally oriented by education and experiential 
background; the second company’s team, on the 
other hand, consists to a large extent of finan- 
cial specialists and draws heavily on the demon- 


strated managerial talent of a famous “parent” 
corporation. 

Geographic Diversification: One company is dom- 
iciled in California while the other operates 
primarily in New York. Both areas offer the 
prospect of continued regional development at 
rates well above the national average in eco- 
nomic and industrial terms. 

Not least of several other practical virtues these 
stocks possess are the facts that they are both quoted 
daily in the Wall Street Journal and other leading fi- 
nancial papers—and they are low-priced. 

In other words, we conclude that a combined invest- 
ment in these two companies should work out as an 
especially well-rounded commitment in the new Small 
Business Investment Company field. 


GUEST SUBSCRIPTION 

In conjunction with the Guest Subscription offered be- 
low, we will send you, as a special Bonus, the 6-page 
analysis of the SBIC business and the 2 particular 
stocks favored by the Value Line organization. 

You will also receive, without charge, the new Value 
Line Reports (80 full-page Reports) on 80 selected 
stocks in 4 key industries. 

Moreover, in view of what has just taken place in the 
market as a whole, we will also send you the new Value 
Line Summary of Advices on 1000 Stocks and 50 Spe- 
cial Situations. With this valuable guide, being released 
this week, you can make an immediate check of every 
leading stock you are concerned about, as to its probable 
Market Performance in the next 12 months, its Appre- 
ciation Potentiality over the next 3 to 5 years, its Qual- 
ity, and its current Yield based on estimated dividend 
payments in the year ahead. 

And for the special “guest” price of only $5 you will 
receive (a) the next 4 weekly Editions of the Value Line 
Survey with full page reports on each of 300 additional 
stocks, (b) a new Special Situation Recommendation, 
(c) Four Especially Recommended “Stock-of-the-Week” 
Reports, (d) Business and Stock Market Prospects 
(weekly), (e) List of Selected Stocks to Buy and Hold 
Now (weekly), (#) The Value Line Business Forecaster 
(weekly), (g) “What the Mutual Funds Are Buying and 
Se lling,” (th) “What Company Officers and Directors 
Are Buying and Selling” (weekly), (i) Weekly Supple- 
ments, (j) Four Weekly Summary-Indexes including all 
changes in rankings to date of publication, and 





(k) YOU WILL ALSO RECEIVE AT NO EXTRA 
CHARGE Arnold Bernhard’s new book, “The Eval- 
uation of Common Stocks” (regular $3.95 clothbound 
edition published by Simon & Schuster). 











To take advantage of this Special Offer, 
fill out and mail coupon below 
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AT 39 | BEGAN 
A NEW LIFE 


By a Wall Street Journal 
Subscriber 


When I turned 39, I began tc worry 
about my future. I wasn’t getting ahead. 

One day I picked up The Wall Street 
Journal. I always thought it was a paper 
for big executives. Imagine my surprise! 
In the pages of that amazing newspaper 
I found just the help I needed. I found 
ideas on how to keep my taxes down — 
ideas for earning more money. I also 
found some good ideas for the company 
I work for. 

I subscribed to The Journal, and it 
began to put me ahead right away. 
During the past few years, my income 
has increased from $9,000 to $14,500. 

This story is typical. The Journal is 
a wonderful aid to men making $7,500 
to $30,000 a year. To assure speedy de- 
livery to you anywhere in the U'S., The 
Journal is printed daily in seven cities 
trom coast to coast, 

The Wall Street Journal has the largest 
staff of writers on business and finance 
It costs $24 a year, but in order to ac- 
quaint you with The Journal, we make 
this offer: You can get a Trial Subscrip- 
tion for 3 months for $7. Just send this 
ad with check for $7. Or tell us to bill 
you. Address: The Wall Street Journal, 
44 Broad St., New York 4, N. Y.FM 11-1 
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YOUR ACCOUNT Now © 


SAVE BY MAIL + AIR POSTAGE PAID BOTH WAYS 


% Each account insured to $10,000 by U.S. 
Government agency,“Washington, D.C 


® Resources Over $130 million 


% Reserves over $11 million, more than TWICE 
legal requirements 


Legal for pension, trust, church, guardianship, 
foundation and corporate funds « 
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STOCK ANALYSIS 


by HEINZ H. BIEL 


Growth Without Pain 


| For MANY YEARS investment advisers 


and security analysts have been 


| preaching the gospel of growth. With 


fullest justification they have warned 
investors against putting their money 
into stagnant companies or into de- 
clining industries, such as the rail- 
roads, even though the dividend 
yields were temptingly high. This 
was sound advice and it also proved 
highly rewarding, provided the 
meaning of growth, for the investor, 
was clearly defined and adhered to. 

Immaturity and adolescence may 
imply growth, but do not assure it. 
The mortality rate among corporate 
infants is notoriously high, and the 
mere entry into a field that holds 
promise of rapid expansion carries no 
guarantee of financial success. No- 
body questions the further growth of 
pleasure boats or bowling, of book 
publishing or electronics and nucle- 
onics, of chemistry and drugs. But, 
does this necessarily make any com- 
pany engaged in such industries an 
attractive or suitable investment? 

Many an investor has had a trau- 
matic experience with “growth” in 
months. There was nothing 
wrong with the principle of investing 
in growth stocks; the mistake was 
made in not clearly spelling out the 
requirements of acceptability. 

First of all, there should be no 
illusion that small and unseasoned 


| companies which lack a record of ac- 


complishment must be classified, 
prima facie, as speculative. and it 
does not matter one iota whether 
they are in a conventional business 
or in an industry that is still in a 
stage of rapid development. These 
companies may have a great potential 
—but the risk is just as great. 
Acceptability for investment re- 
quires satisfactory evidence of mana- 


Price 


Emphasis on above average growth 





REPRESENTATIVE ELECTRIC UTILITIES 
Earnings per Share 
1960 61 


gerial competence 
and financial sta- 
bility, and of a 
company’s ability 
to expand sales 
and to earn prof- 
its. A further re- 
quirement should 
be added, namely, 
that the relationship between market 
price and per-share earnings, present 
and projected, must not be unreason- 
able in the light of market conditions. 

The foregoing comments serve to 
underline the unique merits of my 
favorite growth industry for invest- 
ment, the stocks that provide “growth 
without pain,” the electric utilities. 

The growth of electric power con- 
sumption, of course, has long been ob- 
vious to everyone. The combination 
of an increasing population with an 
ever rising per capita use of elec- 
tricity has resulted in doubling the 
output of electric power just about 
every ten years—in the Forties, in 
the Fifties, almost certainly in the 
Sixties, and most probably again in 
the Seventies. This is a predictable 
trend and it is practically unaffected 
by the economic fluctuations we have 
experienced since World War II. 

Some people may be unimpressed 
by an annual rate of growth of “only’ 
about 7% to 8%, but they forget two 
important factors: 1) This rate is 
sustained and cumulative; it means 
doubling in ten years, quadrupling in 
20. 2) As investors we are dealing 
with a mature industry; many com- 
panies have uninterrupted dividend 
records going back 60 to 75 years. 

It is true that this is a “regulated” 
industry with a definite ceiling on its 
permissible profit margin. But regu- 
lation also assures a utility company 
a fair return on the invested capital. 
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1961 Yield 


Perfect record of withdrawals and interest 
payments since our founding in 1885 


Funds postmarked by 10th of month’earn 
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MEMBER FEDERAL H 


American Electric Power 70 $2.46 $2.55 $1.88+ 
Atlantic City Electric 52 1.57 1.70 1.36 
Southern Company 59 ; 2.10 1.50 
Southwestern Public Service 34 1.14 1.20 0.88 


Texas Utilities 104 3.12 3.25 2.08 
Emphasis on income and long-term growth 


Consolidated Edison of N.Y 83 

Consumers Power 79 3.45 3.70 2.60 

Ohio Edison 46 2.14 2.25 1.60 

Philadelphia Electric 34 1.42 1.55 1.20 

Southern California Edison 81 4.64 4.70 2.60+ 
*Estimate 7{Plus stock 
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Now you can invest 
almost any amount 


For a 44%* return on almost any amount of 
money, fully insured, just send a single check 
to Great Western Financial Corporation. We 
will provide 100% insurance on your funds 
and put them to work at once. 

How can GWF offer you this combination 
of maximum earning power and maximum 
safety? The seven member savings and loan 
associations of GWF (representing combined 
assets of over $825,000,000) all currently pay 
44% annual interest. Accountsat each associ- 
ation are insured to $10,000 by the Federal 
Savings and Loan Insurance Corporation, a 
permanent agency of the U.S. Government. 
With a combination of individual, joint or 
simple trust accounts, each in the amount of 
$10,000, you will have full FSLIC coverage. 
And you can do this easily — with one check! 
(Funds postmarked by the tenth of the 
month earn interest from the first. And you 
can receive your interest checks quarterly.) 

Why not join the many individuals, families, 
fiduciaries, corporations and other groups 
who find the seven associations of GWF to 
be a safe, profitable place for their funds. 


Send check or request for further information to 


L. A. Ford, Special Accounts O fiicer 
GREAT WESTERN 
FINANCIAL CORPORATION 


P.O. Box 54176, Terminal Annex 
Los Angeles 54, California 


GWF, a group of 7 insured California 
savings and loan associations. 


Great Western Savings, Los Angeles, Calif. 
Bakersfield Savings, Bakersfield, Calif. 
Santa Ana Savings, Santa Ana, Calif. 

Guaranty Savings, San Jose, Calif. 
West Coast Savings, Sacramento, Calif. 
Central Savings, San Luis Obispo, Calif. 

First Savings, Oakland, Calif. 


“current annual rate 
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a protective feature not otherwise 
found in our free enterprise economy. 
It must also be noted that the limit 
on the rate of a return most cer- 
tainly has not, and will not, prevent 
a rise in per-share earnings, a factor 
which is the only true yardstick of 
growth for the investor. The combina- 
tion of 1) leverage in its capital struc- 
ture, 2) the sale of equity securities 
above book value and 3) the highly 
beneficial effect of earnings retention 
have made it possible for the utilities 
steadily and substantially to increase 
per-share earnings despite the theo- 
retical handicap of regulation. The 
excellent record of the utility indus- 
try, as measured by the Standard & 
Poor index of 50 utilities, speaks for 
itself. From 1951 to 1961 earnings 
rose 85° and dividends 61%, which 
compares with corresponding gains 
for industrial stocks of only 37% and 
39°,. The market action of utility 
stocks also has been exemplary, if 
not unique, with the average show- 
ing a gain over the preceding year in 
every single year since 1949, regard- 
less of general market conditions. 

With well over 100 companies, eithe: 
listed on a major stock exchange 
or actively traded over-the-counter, 
this industry offers the investor an 
infinite choice. In making his selec- 
tion he should seek a degree of geo- 
graphic diversification. He also must 
decide on his objective—should the 
emphasis be on maximum growth or 
maximum income? Obviously, there is 
a huge difference between the rate of 
growth of a utility in the Green 
Mountains of Vermont and another 
serving the saguaro country of Ari- 
zona; one yields a liberal 4.47, the 
other a measly 2%. 

Generally speaking, the investor will 
get his money’s worth—he'll pay a 
pretty stiff premium price for above 
average growth, or he may prefer the 
more sedate pace of the multitude of 
“average” companies which are sell- 
ing at more conventional prices in 
relation to prospective earnings. He 
should avoid, however, companies 
whose earnings trend has been slug- 
gish over a period of years; usually 
they are easily identified by an above 
average yield, which should be viewed 
as a warning, not as an attraction. 

With the utility stock average pres- 
ently at its peak, it is evident that 
these stocks are anything but bar- 
gains. Yet, is there any other indus- 
try of comparable merit that is 
“cheap” 
into account, I cannot avoid the 
conclusion that even the “growth 
utilities’ are discounting a fairly 
predictable future—but by less years 
than are industrial stocks of similar 

| quality and merit. 
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Taking all known factors | 


Two Minute Quiz— 
for Investors! 


It’s easy enough to take—but may 
be more difficult to pass. The ques- 
tions are those that any prudent in- 
vestor should ask himself from time to 
time—the kind that he should have 
good answers for. We just put these 
six together to help you clarify your 
own thinking—to help you decide 
how sound your investment program 
may be. 

Here’s the quiz:— 

1) Have the prospects for the indus 
tries—and companies—represented 
by my holdings, changed mate- 
rially in the past six months? 

Do present earnings adequately 
cover current dividend rates—the 
income I’m counting on? 

If I were selecting stocks today, 
would I buy the same ones I own 
now? If not, should I consider 
selling them? 

Have I maintained a proper bal- 
ance between protective, income 
producing, and growth type se- 
curities? 

Have there been any _ recent 
changes in management—or busi- 
ness—that alter the outlook for 
companies that concern me? 

Am I thoroughly satisfied that the 
securities I own are the best that 
money can buy—for my purposes? 


If you aren't satisfied with your an- 
swers — perhaps ours might help. 

Our Research Division will be glad 
to send available facts and informa- 
tion on any stock that interests you 
... will be glad to examine a list of 
your holdings—tell you just what it 
thinks in terms of your needs, your 
objectives, your particular situation. 

There's no charge, no obligation 
whether you're a customer or not. Just 
tell us something about yourself in a 
confidential letter to— 


Josern C. Quinn, Dept. SD-165 


MEMBERS N 
PRINCIPAL ST 


Y. STOCK EXCHANGE AN 
OCKAND COMMODITY EXCHAN 


MERRILL LYNCH, 
PIERCE, 
FENNER & SMITH INC 


70 PINE STREET, NEW YORK 5, NEW YORK 
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Earn from date funds received, even 
after 10th, when savings remain 
through end of quarter. Plus funds 
received by 10th earn from Ist. 

VE BY AIR MAIL « POSTAGE FREE 
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y Reserves over $25 Million... more than 
TWICE Federal requirements 


> Legal for pension, trust, church, founda- 
tion and corporate funds y¢ Founded 1920 


* Member First Charter Financial Corporation 
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Member Federal Home Loan Bank System 


Mail Check or Request Financial Statement 
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FEDERAL SAVINGS 


pays you Ai on savings 


DIVIDENDS PAID QUARTERLY at 
rent annual rate « World-wide savings service for 
170,000 individuals, corporations and trusts in 50 
States, 76 foreign countries «+ Same, sound man 
agement policies since 1925 « $40,000,000 reserves 


444% cur 


* Assets over $650,000,000 + Accounts insured 
by Federal Savings & Loan Insurance Corp. «+ Man 
and wife can have up to $30,000 in 3 fully insured 
$10,000 accounts (2 individual and 1 joint) «+ 
Funds received by 10th, earn from Ist «+ We pay 
air mail both ways 


CALIFORNIA FEDERAL SAVINGS 


AND LOAN ASSN. + 611 WILSHIRE BLVD., LOS ANGELES 


FREE FINANCIAL GUIDE: “The California Story” 
contains experts’ ideas on saving money, investing in 
homes, insurance, stocks. Other exciting features! 
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ET COMMENT 


by L. O. HOOPER 


Opportunities to Save Taxes 


| ALL asive from the problem of own- 


ing the right stocks, investors in equi- 
ties have tax problems, too. Every 
time a profit is taken, a tax is in- 
curred—unless there is a loss to off- 
set it. If Uncle Sam is to share in the 
profits, it is highly important that he 
should share in the losses. Since the 
art of common stock investment is 
something that no one practices per- 
fectly (except by unusual accident), 
most people have some losses. 
Indeed, I suspect that this year 
many people have had an unusually 
mixed experience. There have been 
spectacular profits in some stocks and 
large losses in others. It was almost 
impossible to lose money in the first 
four or five months of the year, but 
since sometime in May it has been 
much more difficult to make money. 
It follows, I think, that there should 
be an unusual amount of buying 
and selling in the last two months of 
the year aimed at an adjustment of 
portfolios (and trading accounts) to 
save taxes. In this process Uncle 
Sam will lose some potential taxes, 
while investors, and stock brokers, 
will gain. As is often the case toward 
the end of the year, some stocks will 
have price movements that can be in- 
terpreted only by unpredictable and 
unexplained tax adjustment transac- 
tions rather than by fundamental 
changes in values or prospects. 
Aside from the taxes one saves in 


taking 
offset 

usually 
sense to 
stocks that are 

held at a_ loss. 

Having a stock at 

a loss means the investor made a 
mistake when he bought it. It may 
have been only a mistake in timing, 
but more often it was a mistake in 
selection. The old saw says “cut 
your losses and let your profits run,” 
and often this is good advice. Unfor- 
tunately, some of us get “stuffy” 
about losses and let our losses run. 

Most investment counsellors try to 
correct all mistakes by the end of 
each year. They have found, from 
long experience, that the portfolios 
for which they are responsible not 
only do better but “look better to the 
client” on successive reviews if the 
“sore spots” are eliminated regularly 
The client resistance to loss taking 
naturally is lowest in the late months 
of the year when the client is most 
tax-conscious. Indeed, at that time 
a loss almost looks like an asset! 

My experience is that in many of 
the conservative portfolios (that is, 
the portfolios of long-term investors 
who were constitutionally unwilling 
or psychologically unable to partici- 
pate in last spring’s § speculative 
binge), there often are no losses at 

(CONTINUED ON PAGE 51) 


losses to 
profits, it 
makes 
sell 
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PLACE YOUR ORDER NOW FOR... 


BABSON’S 


STOCK & BOND 


FOREGAST 
FOR 62 


Crucial decisions that may determine the future course 
of the world for many years will be made by world 
leaders within the next 12 months. The investment 
decisions you make now could mean the difference 
between substantial profits or heavy losses in 1962. 


The world-wide contacts and personnel of the coun- 
try’s oldest, largest Personal InvestmentAdvisory Organ- 
ization have pooled their resources and razor-sharp judg- 
ment to bring you this valuable Investment Forecast. 


Will the bull market continue? How will the mobi- 
lization program affect profits? What about foreign 
competition, excess profits taxes, consumer credit? 
Are your investments geared for progress in these 
challenging times? Should you now be buying common 
stocks, bonds, preferred stocks, or adding to your re- 
serve funds? Which industries promise the greatest 
profits in 62, which will lose out? Will there be more 
inflation or higher interest rates? 


These questions and many others concerning your 
investment future are answered by Babson’s Invest- 
ment Experts in this latest Forecast. 
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@ THe Outtoox For THe Stock « Bono MARKETS 


@ 8 Stocks For Income & GrRowTH 
Rated priority buys by Babson’s Research Department 


@ 6 Stocks With Speciat APPEAL 
2 for appreciation e« 2 low-priced speculations 
2 sleepers loaded with latent appeal 


@ 5 Sampce Bonps a guide for your individual selection 
@ 5 PrRererRRepd STOCKS for safety and income 


PLus: A Special report on Retail Trade. The future prospects 
for this industry are good. Uptrends in consumer income, 
optimism and confidence will result in higher retail sales. 
Babson’s 3 best buys in this group are also included. 


Act now with the confidence that only competent 
research and experienced counsel can bring you. Place 
your order today for profits in "62. Mail the attached 
coupon with $1.00. We will mail your copy of Babson’s 
1962 Stock & Bond Forecast immediately. 


Subscribers to Babson’s $156.00 Personal Investment Service recently received this Forecast. 
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| be true even in a negative sense: 
| stock seems 


by JOHN W. SCHULZ* 


Is the Price Ever Right? 


In the preceding article I emphasized 
(without, may I add, any claim to 
originality) the need to distinguish 
between a _ stock’s anticipated and 
present values. Unfortunately, this 


| distinction can be made only in a very 
| broad sense and is not a matter of fine 


and careful calculation. But as a rule 
you can assume that the going price 
of any given common stock reflects 
its apparent prospects more than its 
current financial condition. This can 
if a 
“reasonably” priced on 
current earnings, the market simply 
may not see much change in prospect. 

Unfortunately, too, the projection 
of future corporate earnings cannot 
be one of the exact sciences. In recog- 
nition of this shortcoming, fundamen- 
tal analysis is constantly engaged in 
revising its projections, so that the 
flow of “prospects” by which the 
market guides itself is far more con- 
tinuous than the flow of reported 
results can possibly be. What’s more, 
the valuation that the market places 
on these variable earnings projections 
contains an emotional element which 
is often large and always highly 
variable itself. So it seems logical to 
view the price of a common stock as 
reflecting a mixture of fact, guess- 
work and fancy in ever-changing 
doses, with fact every so often gain- 
ing the upper hand. The other two 
ingredients will frequently yield to 
technical analysis. 

A striking contrast between antici- 
pation and eventual fact can be seen 
in the price development since 1959 of 
Pan American World Airways (see 
chart). Early in 1959, PanAm report- 
ed 1958 net at 78c a share. Its stock 
was then selling in the upper 20s, 


| obviously in anticipation of a material 


earnings improve- 

ment and in no 

tenable __relation- 

ship to last-re- 

ported annual net. 

In April, it reached 

a high of 35. First- 

quarter results 

showed a deficit equal to 38c a share 
and the stock began to slide in a mar- 
ket that was still generally strong. 

However, PanAm’s first quarter 
tends to be seasonally poor and, dur- 
ing the summer of 1959, earnings esti- 
mates of about $2.50 a share for 
the year seemed quite plausible. At 
that time, the stock was selling 
in the upper 20s again. Toward the 
year-end, the estimates were being 
shaded down to around $1.50 a share 
and by early 1960, it became apparent 
that PanAm would report no more 
than about $1.15. 

In the bear market atmosphere of 
those months, with PanAm stock 
trading in the 17-19 range, the earn- 
ings projections became understand- 
ably much more conservative. During 
the first half of 1960, a full-year pro- 
jection then generally available ex- 
pected about 90c a share. In the 
improving market climate of the 
second half, when there were some 
prospects of a business recovery, 
earnings estimates gradually picked 
up until they ranged from about $1.25 
to about $1.75. But by then the air 
lines were generally in disfavor, so 
the price of PanAm never got far 
beyond 20. Last spring the company 
reported 1960 net at $1.07 a share. 

In light of the repeated disappoint- 
ment, it is probably not surprising that 
the stock has turned in a dispirited 


*Mr. Schulz is a partner in the New York 
Stock Exchange firm of Wolfe & Co 
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market performance during most of 
1961, or that earnings projections 


have held at a cautious 80c a share for | 


this year. But more recently the stock 
has shown some independent strength 
in advancing from the year’s low at 17 
to around 20; it even managed to 
make the most-active list in the sec- 
ond week of October. 

Apparently, the earnings projec- 
tions are being revised upwards and 
I have heard estimates of up to $1.25 
a share for 1961, with $2 or better 
considered possible for 1962. I have 
no way of knowing whether the com- 
pany can live up to these projections 
and obviously it is going to be some 
time before we can find out. 

But in the meantime, we can form 
some idea of what may happen to the 
price of PanAm common if the mar- 
ket finds the new earnings projections 
acceptable. The chart shows that, 
since January 1960, the stock has 
traded in a comparatively tight 
range (17-21). During that phase, 
something around 334 million shares 
of stock changed hands, more than 
half the total outstanding and more 
than the amount of stock traded in 
the 1959 top above 25. This suggests 
to me that enough stock should now 
be lodged in the hands of buyers in 
the 17-21 area to create a compara- 
tively tight supply situation once the 
price advances beyond this trading 
range. (A_ prospective source of 
supply is the block of 400,000 shares 
of which National Airlines will have 
to divest itself; but for a stock that 
can average a monthly 


not be a permanent obstacle.) 
As the reader will probably realize, 


the price action since early 1961 can | 


be viewed as what technicians call a 
latent base, i.e. a supply-demand 
condition from which a worthwhile 
uptrend could typically materialize. 
The 17 columns of price-reversal 
movement within this latent base 
suggest, by classic P&F standards, a 
theoretical uptrend potential in the 
high 30s (see tentative target at 38, 
21 units above the “measurement” 
level of 17). How much of this poten- 
tial could be implemented remains to 
be seen; but given time, a resurgence 
of “fundamental” confidence in Pan- 
Am stock should involve not less than 
a test of the 1959 price structure in 
the high 20s or low 30s. 

The stock is thoroughly speculative 


of course, and one should be aware | 


that another round of disappointment 


with the fundamentals could drop the | 


price through the bottom of the 1960- 


61 trading range, which would pre- | 


sumably reaffirm the existence of a 


longer-term downtrend. But for the | 
I doubt this is | 


near term, at least, 
much of a technical probability. 
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turnover of | 
150,000 to 250,000 shares, this should 
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OVERSEAS COMMENTARY 


by GEORGE J. HENRY 


Information, Please 


RECEIVING letters from readers of this 
column is, like most things in life, a 
mixed blessing. There is no denying 
that in the course of a busy week it 
is not always easy to find the time to 
give letters the answers they deserve. 

On the other hand, it not only flat- 
ters the ego of the writer that readers 
consider his remarks worth writing 
about, but columnists can frequently 
learn a great deal from readers’ 
comments. 

One of the things I have learned is 
that the public is very badly informed 
about foreign securities. Perhaps 
this should not have surprised me. 
What has been more surprising is 
that, apparently, the reader whose 
curiosity has been aroused has fre- 
quently found his broker or custom- 
er’s man unable to supply informa- 
tion about foreign securities. 

The foreign securities market in 
New York is mostly over-the-counter. 
It is true that a few, but no more 
than a handful, of foreign stocks are 
listed on the New York Stock Ex- 
change. An additional dozen or so 
are traded on the American Stock 
Exchange. But the vast majority 
are traded in the over-the-counter 
market. 

In the same way as some New York 
trading firms specialize in bank or 
insurance stocks, some specialize in 
foreign securities. Some of these 
firms cover only a few countries, but 
many give comprehensive service 
over the entire field of foreign stocks. 
The firms specializing in this field are 
in close contact with their corre- 
spondents abroad by cable, telephone 
and teleprinter. It is only natural 
that minute-to-minute contact should 
be maintained, in order to insure that 
no more than fractional discrepancies 
should exist between market levels 
abroad and the levels in New York 
on the stocks which are active in this 
country. Consequently, these firms 
have ready access not only to market 
information, but to statistical and re- 
search material available abroad on 
companies which may be very little 
known in this country. 

Therefore, by contacting a foreign 
specialist in New York, a broker or 
investment man in any part of the 
country can obtain information on 
any security traded on any of the 
major stock exchanges in any part 
of the world. Information available 
varies a great deal. For instance, in- 
formation on leading Dutch and Eng- 


lish companies al- 

most as detailed 

as that available 

on domestic secu- 

rities may now be 

obtained. One has 

to make do with 

less detailed ma- 

terial on German and French stocks, 
while the information available on 
some obscure South American issue 
may, by our own standards, be piti- 
fully meager. When little or no in- 
terest in a stock exists in this country, 
it might take the foreign specialist 
some time to obtain this material (at 
the outside, two weeks), but it can 
be obtained. 

I would respectfully suggest to 
readers that investment advisers who 
say that no information can be ob- 
tained on an overseas stock either do 
not know their business or are un- 
willing to take the trouble to contact 
a specialist. The names of firms spe- 
cializing in foreign securities are well 
known to most brokers. 

On this subject, I note a number of 
readers seem to be confused as to 
what is meant by an American De- 
positary Receipt (usually abbreviated 
ADR). Most companies situated 
abroad have their transfer agents in 
the country of domicile. Therefore. 
the stock cannot be transferred in 
New York. In order to facilitate 
trading in the U.S. in these stocks, 
some banks issue ADRs in securities 
which have a market in this country. 
The bank has the foreign stocks reg- 
istered in the name of nominees 
abroad, and issues in New York cer- 
tificates showing proof of ownership 
of securities held by the bank. Re- 
ceipts can then be transferred in the 
same way as any domestic stock in 
New York, and the process facilitates 
a great deal of negotiability in this 
country. Of course, the bank also 
collects and pays out dividends to 
registered holders against these re- 
ceipts, and charges a small fee for its 
services. 

All foreign stocks which are popu- 
lar in this country do not enjoy the 
benefits of ADRs, but the list has 
become quite large during the last 
few years. More and more issues are 
added to this list as foreign securi- 
ties become more popular. 

While discussing generalities, let me 
say a few words about what people 
loosely call “cheap foreign stocks.” 
There is a tendency in this country 
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to regard anything selling below $10 | 
as being in the cheap category, and 
stocks selling below about $3 as being 
in the “penny” class. As a result, an 
investor who may be advised to buy 
some foreign securities at, say, 12 
and who does not act on this advice 
may some weeks later look at the 
stock when, perhaps, it is selling at 
2, decide that the stock has “hardly 
risen” and buy it at this price. 

It cannot be pointed out too often 
that in many foreign markets, for in- 
stance the United Kingdom, Japan 
and Australia, stocks of the best com- 
panies sell at prices which would be 
considered extremely inexpensive in 
the U.S. However, should the price 
of the shares advance to any appre- 
ciable extent, the stock will be split 
abroad. A very good example of this 
is the case of Shell Transport and 
Trading, which sells at around $16. 
The company has recently decided to 
split the English shares 4-for-1 to 
increase the stock’s marketability in 
England. There is no need to stress 
that Shell Transport and Trading is 
an investment comparable to Stand- 
ard Oil (N.J.), and the fact that split 
units in London will sell at around $4 
is no reflection whatsoever on the 
investment quality of the stock. 

What I am trying to say in all the 
above rigamarole is that investors 
should analyze advances in the price 
of foreign securities in terms of per- 
centages, and not in terms of points, 
or even in terms of eighths of $1. 
If Shell Transport and Trading in 
London should advance from $4 to $5, 
remember that the price has increased 
25%. 

At the expense of belaboring the 
obvious, I am not saying that because 
a stock has improved from $4 to $5 
and is a foreign stock it may not be 
a good purchase at $5. However, ex- 
perience in dealing with foreign se- 
curities in New York has taught me 
that however often this point is 
stressed, American investors are apt 
to judge price movements abroad by 
the standards of Wall Street rather 
than those of the country of origin. 

Let me say once again that anyone 
who goes into foreign securities 
should look for situations which are 
more attractive than those available 
in the domestic market. There is 
little sense in buying a foreign secu- 
rity unless it offers a much greater 
potential than is available domesti- 
cally. And, of course, in deciding 
what the potentialities of a foreign 
situation are, not only the economic 
conditions abroad but the political 
climate overseas should be taken into 
full account. Many attractive situa- 
tions exist which fulfill all these 
requirements. 
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INVESTMENT POINTERS 


by BRADBURY K. THURLOW’ 


Reflections on the Market 


| AS THESE LINES are being written, the 
| great, and still unexplained, mystery 


of 1961 is—what has happened to the 
bull market? In early August stock 
prices took off with a bang. The 
Berlin crisis promised heavy rearma- 
ment expenditures and high govern- 
ment officials suggested these could 
be accomplished without new taxes in 
1962. The business recession was defi- 
nitely over and the Federal Reserve 
Board index was reaching for all- 
time highs. Yet the rally began to 
lose steam after about two weeks. 
The Dow-Jones industrials made new 
all-time highs in August and again in 
September, but by the September 
high it was becoming painfully ob- 
vious that most stocks were dragging 
their feet or even declining. By actual 
measurement, when the averages 
were making their highs, only about 
25% of all stocks listed on the NYSE 
were in recognizable uptrends, an- 
other 25% might be charitably de- 
scribed as “resting,” and the remain- 
ing half was declining. On the 
American Stock Exchange and in the 
over-the-counter market, the per- 
centage of weak performers was even 
higher. 

The selection of stocks and stock 
groups that were advancing was even 
more curious. The market leaders 
were heavily concentrated among the 
highest quality defensive stocks: 
issues like General Foods, Wrigley. 
Reynolds Tobacco and A&P—hardly 
the leaders one would expect to find 
in a market anticipating a rearma- 
ment-stimulated inflationary business 
boom. On the other side of the fence, 
the big, heavy industrial companies— 
steel, aluminum, et al., the evident po- 
tential beneficiaries of a business 
boom—were among the worst acting 
groups 

The point is probably not far dis- 
tant where the reasons for the stock 
market's curious behavior since mid- 
August will be apparent to everyone 
But, in our opinion, there is still room 
now for a great deal of doubt. By 
purely logical analysis this suggests 
that the patterns of behavior we have 
seen in recent weeks going to 
continue awhile. If they are going to 
continue, it will not be a waste of 
time to discover what is causing them 

Unfortunately, we can at present 
find not one but four entirely distinct 
lines of reasoning that may satisfac- 
torily explain what has been going on 
Since they disagree with one anothe 
rather strongly in part. it is obvious 


are 


that at least one of 
them is wrong, 
and anyone who 
has dealt with 
market analyses 
will recognize that 
all may be wrong. 
From where we 
sit now, however, they all make more 
than a little sense; so here they are. 

e The widespread predictions of 
business recovery in 1962 may be 
wrong. Assume that the Berlin crisis 
blows over and we and the Russians 
decide that this skirmish was a draw. 
Many of the optimistic forecasts fo 
business activity in 1962 have been 
based on the tacit assumption of 
a rearmament-inflationary psyche 
among consumers. The assumption is 
that the extra $5 billion or $6 billion 
to be spent on new military projects 
by the Government will stimulate 
consumers into expecting a rise in 
business activity accompanied by up- 
ward pressure on the price level. 
They will, therefore, presumably in- 
crease their buying plans. With a 
strong rearmament mood, there is 
little doubt in our minds that this 
would be a good forecast. But sup- 
pose peace is again in the air and the 
trend has turned toward disarmament 
and relaxation of tension. Suppose 
the consumer decides that next year 
would be a good time to save a little 
money, to make well enough do 
for a while. A business recession next 
year is not impossible, however im- 
probable it may appear at present. 

e The widespread predictions of 
business recovery in 1962 may be 
right, but... . The current lofty level 
of stock prices may be discounting all 
the good things expected for 
year, and next year’s may 
turn out to be another of these short- 
lived booms like 1959-60. Thus the 
stock market will have to start dis- 
counting the next recession almost 
as soon as the new boom hits its 
stride. We are all aware that profit 
margins have been deteriorating in 
many heavy cyclical industries since 
1955. In every boom they make less 
and in every recession they lose more 
With this pattern in mind it is hard 
to drum up much enthusiasm over a 
stock like U.S. Steel at 16 times next 
year’s estimated earnings, particu- 
larly when the steel companies are 
under heavy to hold down 


next 
recovery 


pressure 


*Mr. Thurlow, an 
& Stetson, Inc 
Stock Exchange. 
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prices while wages are still rising. 
What is true of the steel industry 
applies by indirection to many of the 
others. The thought definitely puts a 
damper on speculative exuberance. 

e The Berlin situation may be more 
serious than public opinion now be- 
lieves. If, as many intelligent ob- 
servers now think, we are nearing a 
final showdown with Russia with the 
possibility of full military commit- 
ment on the horizon, the atmosphere 
in Wall Street will hardly be “condu- 
sive to speculative ebullience.” Next 
year may see the start of a massive, 
total rearmament program, financed 
with taxes that will guarantee no big 
jump in profits for stockholders of 
industries whose gross business may 
benefit. This idea is not inconsistent 
with the way the stock market has 
been behaving recently. 

e@ The recent pricking of the growth 
stock bubble has severely shaken 
speculative confidence. The past two 
years have witnessed investment de- 
lusions matching anything 1929 had 
to offer. Inexperienced investors 
rushed to buy unproven, “pie in the 
sky,” electronics, vending, science- 
oriented “stocks of tomorrow” at 
prices that virtually no future suc- 
cess could ever justify. Then, in many 
instances (like Transitron and Texas 
Instruments), came failure and with 
failure, severe financial loss and dis- 
illusionment. This is the stuff of 
which market collapses have always 
been made. With the tax-selling sea- 
son still ahead of us, old-timers may 
still prefer to play it safe, to make 
sure the orderly liquidation doesn’t 
turn into a general rout. Thus, the 
persistent preference for the kind of 
defensive stocks that do relatively 
better when stock markets are falling. 

With these theories one will agree 
or disagree. We would still rather 
watch and wait until the situation is 
a bit clearer. In the meantime we 
should stay close to the cautious side 
by avoiding cyclical stocks and favor- 
ing defensive issues. Where some- 
thing more dynamic is wanted the 
West Coast finance companies (First 
Charter, 59, and Great Western, 63, 
are two of the best) combine good 
defensive quality with dynamic 
growth. The betfer grade railroads 
look as if they are finally emerging 
from a long speculative sleep. Boeing 
(46) and Lockheed (45) look cheap 
under almost any conceivable com- 
bination of outlooks. General Electric 
(75) looks like a good buy on the pros- 
pect of sharply higher earnings next 
year, as does American Viscose (56) 
on eventual possibilities of its “avicel” 
dietary compound. At these prices the 
buyer of Viscose is paying practically 
nothing for the prospect of avicel. 
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Seven (7) Rules How To 


MAKE A ‘KILLING’ 


Without Speculating! 


(1) Select a stock that has declined at least 30% due to temporary factors not the 
fault of the present Management, which must be good (2) It must have shown 
resistance to further general market declines. The Relative Strength Curve must have 
turned up . (3) It must be generally “unpopular” (4) Its downside potential 
must be small and the upside potential over 100%, when temporary unfavorable fac 
tors are removed (5) It must yield a good, safe dividend despite unfavorable 
factors, so it is not speculative on its present worth (6) You must have the courage 
to buy when the general market looks terrible (7) You must then have the patience 
to wait until all the above factors are reversed in order to sell at a good profit 


Send $1 and we will recommend three stocks that fit all these rules. PLUS 


Relative Strength Charts of 35 different group-averages. PLUS additional charts which 
show many technical indices such as: Advance-Declines, Odd-Lots, Barron’s Confidence 
Index, Rallying Ability, Decline Resistance, Volatility, “The Cumulative Average” 


Brokers’ Free Credit Balance, Canadian 


Bank Index, etc. PLUS a 
The Cumulative Average, Dept. G-6! 


30-page instruction manual 
that is the equivalent oi 1365 N. Lake Ave., Pasadena, Collif. 


any $50 stock market 
course PLUS the next 
four weekly C/A airmail market letters 
and charts. (New subscribers only.) 


Name 


Address 














Uniteo States Lines 
Company 


S COLUMBIAN 


CARBON COMPANY 


One-Hundred and Sixtieth 
Consecutive Quarterly Dividend 
A quarterly dividend of 60 cents per 
share on the Capital Stock of the 
Company will be paid December 11, 
1961 to stockholders of record at the 
close of business November 15, 1961. 

RODNEY A. COVER 
Vice-President —Finance 


Common 
Stock 
DIVIDEND 


The Board of Directors has authorized 
the payment of a dividend of fifty cents 
($.50) per share payable December 8, 
1961, to holders of Common Stock of 
record November 17, 1961. 

THOMAS R. CAMPBELL, Secretary 
One Broadway, New York 4, N. Y. 








PLAGUED BY TRIPPED 
STOP-LOSS ORDERS? 


or are you ‘“‘locked in’’ with losses on 
Avnet Electronics, Texas Instruments, Transitron, Vendo 
and/or other glamour bubbles? 

@ ‘SOLVING THE STOP-LOSS FRUSTRATION," Kar! N. Kaiser's study, shows how you 
can get the ultimate in downside protection without placing stop-loss orders 
under new buys! 

@ Unfortunately there is no way to distinguish between a major decline and a 
minor down fluctuation (which trips most stop-loss orders). 

@ Mr. Kaiser's study reveals a practical concept: no hedging or call options and no 
additional cost for genuine downside protection 

@ Receive this new report by airmail FREE. Simply send $2 for a 2-mo. introductory 
trial to our comprehensive letters on capital gains opportunities. Ours is the only 
service coverin - 4 major growth areas: werrents/ growth stocks / convertible 
bonds/gold secur 


“CAPITAL GAINS INSTITUTE, INC. 
Suite 208, 333 South Beverly Drive, Beverly Hills, California 


Please airmail 2-month trial subscription and free special report on stop-loss orders 
Enclosed is $2. (Offer limited to new readers.) 


ORDER TODAY: Be pre- . 
pared for safe participa- Name 
tion in a thundering bull 
market! 
Address 


*Investment counselors for clients in 50 States, Europe, Asia, Africa & South America 











Free booklet-prospectus describes 
The Common 
Stock Fund 


of GROUP SECURITIES, INC. 


A mutual fund investing for income 
and growth possibilities through 
seasoned common stocks selected 
for their quality. Mail this ad. 


Neme 





Address 


DISTRIBUTORS GROUP, INC. 
80 Pine Street, New York 5, N. Y. 














g 7. ROWE PRICE. 


CROWTH STOCK 
FUND, IHC. 


BALTIMORE, MARYLAND 





OBJECTIVE: Possible long term growth 
of principal and income. 
OFFERING PRICE: Net asset value. 
There is no sales load or commission. 
REDEMPTION PRICE: Net asset value 
less 1%, 
Prospectus on request 


Dept. B 








10 Light Street Baltimore 2, Md. 
q J 





EARN 
MORE 


% 


mu | CUrrent 


10 = 


interest 


INTEREST PAID QUARTERLY 


YOU GET MORE FOR YOUR 
MONEY AT MUTUAL! 
& MORE INTEREST - Highest interest on insured 


savings. Funds received or postmarked by the 
10th earn interest from the 1st of the month. 

we MORE EXPERIENCE - 34 years of uninterrupted 
service — Founded 1927. 


w& MORE STRENGTH - A member of First 
Charter Financial Corporation with assets over 
$860 million. 


SAVE BY AIR MAIL... postage free 


Y Sie N 


AND LOAN ASSOCIATION 


OF ALHAMBRA 
625 E. Main Street, Dept. 41 
Alhambra, California 





| THE FUNDS 


Selling: 


CATNIP FOR DEALERS 


As EVERY investor whose name has 


found its way on to a list of mutual 


| fund prospects knows, competition for 
| his dollar runs high. He will receive 


a steady stream of mail and, often as 
not, a visit from an eager salesman. 

But there is another type of com- 
petition among the mutual funds, just 
as fierce, of which the average inves- 
tor is probably only dimly aware. That 
is the struggle among the funds for the 


| all-important attention of the invest- 
| ment dealers. Currently, the newly 


launched Cambridge Growth Fund of 


| New York is fighting a new round in 


the battle for the dealers’ good offices. 
Starting Oct. lst, Cambridge is offer- 
ing dealers the highest-ever discount 
on sales for any fund—a whopping 
812% (out of a total loading charge 
of 834%). The peak rate will run for 
three months. 

Cambridge Vice President Murray 
Aronson is candid about the motives 
behind his giant handout: “Our main 
objective, frankly, is to build interest 
in our fund in the face of competition 
from larger and _ longer-established 
fund organizations.” 


Dividends: 
LIVING ON CAPITAL 


You CANNOT gauge the performance 
of a mutual fund by the amount of 
money it pays out each year—respon- 
sible fund managers have long tried 
to hammer this fact home to investors, 
pointing out that the capital gains 
distribution is nothing more than a 
return of capital. But they ruefully 


| admit that many a fund shareholder 


is more impressed by a fat check than 


| by the best-reasoned of arguments. 


Yet another skirmish in the funds’ 
struggle to clarify this fact is now 


| being fought by Denver’s Financial 


Industrial Fund, which has armed its 


| distributors with a clear analysis of 
| the capital gains distribution. 


Financial Industrial takes its own 


| shares to illustrate its point. “Sup- 


pose,” the brochure runs, “that during 
the course of a fiscal year . . . the net 


| asset value of the FIF share were to 


appreciate from $4.20 to $4.80. The 
capital performance would have been 
reflected as a 60 cent increase in per- 
share asset value. But assume that 
realized profits from security transac- 
tions amounting to 10c a share had 
been accumulated during the year, 


and ... a capital gains distribution of 
10c were set aside by reducing the 
ending net asset value by 10c—from 
$4.80 to $4.70. The capital perform- 
ance would not have changed one 
bit .. . it would still be a 60c net 
asset value increase. 

“But on the basis of the ex-distri- 
bution value ($4.70) it appears incor- 
rectly as only 50c—the difference be- 
tween $4.20 and $4.70. Only by ad- 
justing the final net asset value ($4.70) 
by adding back the 10c capital gains 
distribution, can the true capital per- 
formance be determined.” 

Concludes FIF: “Thus it becomes 
apparent that the amount of the real- 
ized capital gain per share is not in 
any way a measure of capital per- 
formance.” An argument that should 
be heeded well by investors who treat 
their capital gains distributions as 
though they were income. 


Regulation: 
WHY BOTHER? 


THESE ARE the known facts on a stud) 
the Securities and Exchange Com- 
mission is making to learn what 
effects, if any, the huge mutual funds 
have on the general securities market: 

® The study began in mid-1958. 

® The project was supposed to be 
completed in 1959. 

® Last month, more than three 
years after it began, the SEC has not 
yet received all the material on which 
to base its conclusions, much less an- 
nounce a publication date. 

While everyone is waiting, mutual 
fund assets have grown more than 
one-third—from $13.2 billion in 1958 
to a current $21 billion. 
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Report 


for the nine months endec 
September 30, 1961 


Available upon request 


44 Wall Street. 
New York 5, N. Y. 
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12 LEADING TECHNICAL 
TREND INDICATORS 


The editors of the Chartcroft Services have 
added to its regularly published reports a 
weekly supplement which covers point ond fig- 
ure analysis of all the leading technical trend 
indicators. The chart of each indicator is pre- 
sented in clear, easy to read, point and figure 
style with a brief explanation on the inter- 
pretation. 

The indicators covered by the weekly sup- 
plement are: 














1. DJ 
2. 
3. S& 
4. 
5. 
7. 
8. 


9. 
10. 


11. Di Index 

12. Index Speculative Confidence 

A six week trial to the Chartcraft NYSE Service, 
covering over 700 stocks listed on the big 
board, costs only $10. You get a Chart of the 
Week, as well as buy, sell and stop loss points 
on all stocks. With your six week trial we will 
also send you by Ist class mail, absolutely 
free, the classic book in the Point and Figure 
field—The Chartcraft Method. Send your check 
today to Dept. F-34 


CHARTCRAFT, INC. 
Lerchmont, WN. Y. 











ONE STOCK 
DUE FOR A RISE 


if we could advise but a single stock this growth situa- 
tion would be it. And now is the time to buy it. in a 
steep up-trend with good sponsorship (the Funds are 
buying), this explosive N. Y. ~_~ issue may offer 
you rapid gains this year and next. We picked this 
stock from 380 candidates while looking for an issue 
to match the profits ($1000 in 1958 to $3000 in = 
offered by Litton Industries. You'll see this potentia 
1962 leader featured as the ‘‘Chart of the Week’’ 
in our latest weekly report which you may receive by 
sending $1 (new readers only) for a 3 week guest sub- 
scription to The Trend Analyst letters. Also as a bonus 
ou will receive a special report ‘Seven Rules For 
uying Stocks’’ which telis how we picked this fea- 
tured stock. Mail this ad with your name and address 
and $1 today to: 


THE TREND ANALYS 


Box 4185, Dept. F4 
Glendale 2, California 
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HOOPER 


(CONTINUED FROM PAGE 42) 





all. But practically every specula- 
tive account has some stale long posi- 
tions in glamour stocks or poor quality 
issues bought while prospecting in the 
junk yard, perhaps with the help of 
tipsters. Again, the margin of error 
in making selections (both for ex- 
perts and amateurs) has been much 
greater in 1961, especially in recent 
months, than in most years. Don’t 
forget that in most weeks since last 
April more stocks have declined than 
have advanced. 

So it seems to me that there should 
be, and that there will be, more tax 
selling between now and Christmas 
than there has been in any recent 
similar season. But wait a minute. 
Except in very bad markets, like De- 
cember of 1941, most people who sell 
for tax purposes immediately buy 
another stock with the proceeds. In 
other words, tax selling may be an 
adverse influence on prices for some 
stocks, but it seldom causes the mar- 
ket as a whole to go down. 

This is a time of year when the 
investor should go over his portfolio, 
or brokerage account, and see if it is 
not possible to reduce capital gains 
tax liability (the chances this year 
are about 20 to 1 that he now has a 
capital gains tax liability) by taking 
some losses that he should take any- 
way. If he has a surplus of losses, it 
is a good idea, too, to see if he cannot 
take some tax-free profits against 
them. 

That automatically brings up the 
matter of what the investor should 
do with the money he raises by tak- 
ing losses, or profits. Readers know 
that my personal idea is that it may 
be well to build up cash reserves for 
the possibility of better buying oppor- 
tunities sometime next year. But I 
suspect not many readers will do this, 
even if they agree with me in the 
abstract. There will be a big temp- 


but did not have the money.” It 


looks so logical to correct one’s mis- | 


takes by buying more “of the hair 
of the dog that bit one,” or at least to 


buy the hair of a similar dog. After | 
all, there is a loss to be made up, and | 
the investor wants to buy something | 


that has a big come-back potential. 


Look out for this reasoning! More | 


times than not, it will get one into 
trouble. And it is especially likely to 
get the investor into trouble in a 
stock market where the urge to spec- 
ulate is running down. It happens 
that the urge to speculate, which was 





LET US 
MAKE YOU A 
BARRON'S 
SUBSCRIBER 


Fer the Next 17 Weeks Fer $6 


Here is a way to discover, at low cost, how 
Barron's National Business and Financial 
Weekly gives you complete financial and in- 
vestment guidance—the equivalent of numer- 
ous special services that cost much more. A 
trial subscription—17 weeks for only $6— 
brings you: 

Everything you need to know to help you 
handle your business and investment affairs 
with greater understanding and foresight . . 
the investment implications of current politi- 
cal and economic events, and corporate ac- 
tivities ... the rspective you must have to 
anticipate trends and grasp profitable invest- 
ment opportunities ... the knowledge of 
underlying trends, immediate outlook, vital 
news and statistics, which indicate the real 
values of stocks and bonds, real estate, com- 
modities. Compactly edited to conserve your 
time, yet keep you profitably informed. 

No other publication is like Barron's. It is 
especially edited for the man who is worth 
over $10,000, or who saves $1,000 or more a 
year. 

Barron's is a Dow Jones publication, and 
has full use of Dow Jones’ vast, specialized 
information in serving you. 

Try Barron's and see for yourself how this 
complete weekly financial news service gives 
you money-making, protective information 
you need in managing your business and in- 
vestments wisely, profitably, in the eventful 
weeks ahead. 

Try it for 17 weeks for $6; full year's sub- 
scription only $15. Just send this ad today 
with your check for $6; or tell us to bill you 
Barron’s National Business and Financial 
ae 200 Burnett Rd., Chicopee Falls 
Mass. F-111 


AE 


with insured safety! 


= 4',% interest (current annual rate). ® Accounts 
insured to $10,000 by the Federai Savings and 
Loan Insurance Corporation, a permanent agency 
of the U.S. Government. 8 Interest paid four 
times a year. 8 34-year record of unbroken inter- 
est payments. 8 Save-by-airmail; we pay postage 





| both ways. 8 Funds postmarked by the 10th earn 
| tation to put this loss-taking raised | 
| money into other stocks that are “way | 
down from their highs,” or into stocks | 
= = ss a we a oe we ee ee ee 


that “I wanted to buy at higher prices | 


interest from the lst. @ Member association of 
Great Western Financial Corporation (represent 
ing combined assets: over $850,000,000). 


Central Savings and Loan Association 

1235 Chorro Street, San Luis Obispo, California 

Attention: Mr. K. A. FOREMAN 

Special Accounts Officer 

() Enclosed find my check in the amount of 
$ 


C) Please send me further information on how 
my funds can earn 412% interest with in- 
sured safety at Central Savings. 





Name 





Street 
City 
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Central Savings 


& Loan Association ¢ San Luis Obispo, California 
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INVEST IN TH 
and earn more 


on insured savings ! 


Save by postage-paid mail with 
San Diego's largest and strongest 
savings and loan association, 
located in one of Southern Cali- 
fornia’s fastest-growing metro- 
politan areas. 

CURRENT RATE 


4/2 


PER ANNUM 
Earnings paid 4 times a year 


Each account insured to $10,000 
by the Federal Savings and 
Loan Insurance Corp, 


Savings placed by 
the 10th earn 
from the Ist 


Assets exceeding 
$235,000,000 


Over a quarter 
centyry of 
service 


FEDERAL SAVINGS 


® & Loan Assn. of San Diego 


P.O. Box 2070-F (Broadway at 7th) | 
San Diego 12, California 


Piease airmail ‘FACTS’ folder and 
Statement. 


NAME__ . 
PR intnnismes 
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abnormal early this year, has been 
running down for at least five months. 
And does it not make sense to realize 
that people won't be as anxious to 
speculate when they are worried 
about Berlin, the boys being called 
to the colors and fallout shelters? 

Those of us who have lived close to 
the stock market for a long time 
know that it is dangerous to buy into 
a “busted vogue,” even if the stock 
you contemplate buying is selling at 
half or a third of its former high. 
There usually is a good reason why 
the stock has fallen out of bed. And 
if it rallies, there are many people 
just waiting for a chance to get out 
of it. Many who hold the stock at a 
loss are involuntary holders, and they 
have what professionals call stale 
long positions. So I would not switch, 
for instance, one “deflated” (sic) 
electronics stock into another “de- 
flated” (Sic) electronics stock, or one 
vending machine issue into another. 

Perhaps I may sound like a sour old 
man who has outlived his usefulness 
as an advisor to ambitious investors, 
but I must admit that at present I can 
find many more stocks that I want to 
sell than stocks I want to buy. I've been 
practicing this trade for 43 years. 
Usually in the past when I have had 
so much trouble developing bullish 
conviction on individual issues, it has 
been a good idea to go slow. Remem- 
ber that I am under terrific pressure 
at all times to suggest things to buy, 
not only from Forses readers but also 
from business associates and clients. 
I'm only human, and I like to please. 
When I don’t enthuse, I can’t inspire. 

If the reader feels that he must 
buy stocks now, it seems to me that 
he should 1) stick to better quality 
seasoned issues, 2) prefer semi-de- 
fensive growth stocks, such as utili- 
ties and 3) buy only those “special 
situations” which have an unusually 
impelling appeal. 

A few of the stocks I have been 
using in cases where I have been 
buying equities have been Niagara 
Mohawk Power, Tennessee Gas 
Transmission, Kendall Co., Combus- 
tion Engineering, Babcock & Wilcox, 
Arizona Public Service, United Shoe 
Machinery, General Steel Industries 
and Kerr-McGee. 

Over the short-term, next two 
months or so, I expect the DJ in- 
dustrials to go moderately higher, 
probably to new highs by a small 
margin. I think price trends through- 
out the list, however, will be confused 
and that on balance more individual 
stocks will work lower or stand still 
than will advance. To the fellow who 
is looking for “hot tips,” I imagine I 
will be an unprofitable servant for a 


, while. 


Southern California 
Edison Company 


DIVIDE NDS 

The Board of Directors has 
authorized the payment of 
the following quarterly divi- 


dends 


CUMULATIVE PREFERRED STOCK: 

4.08% SERIES 

Dividend No. 47 

252 cents per share; 
4.24% SERIES 

Dividend No. 24 

26'/2 cents per share; 
4.78% SERIES 

Dividend No. 16 

297/g cents per share; 


4.889 SERIES 
Dividend No. 56 
30/2 cents per share. 


The above dividends are pay- 
able November 30, 1961, to 
stockholders of record No- 
vember 5. Checks will be 
mailed from the Company's 
ofice in Los Angeles, No- 


rem bes 29. 
P. C. HALE, Treasurer 


October 19,1961 





R. J. Revnolds 


Tobacco Company 





Camel, Winston, Salem & Cavalier 


Makers of 


cigarettes 


Prince Albert, George Washington 
Carter Hall 
smoking tobacco 








QUARTERLY DIVIDEND 
A quarterly dividend of 37'c 
per share has been declared 
on the Common Stock of the 
Company, recently split two- 
for-one, payable December 5, 
1961 to stockholders of record 
at the close of business No- 
vember 15, 1961. 

WILLIAM R. LYBROOK, 

Secretary 

Winston-Salem, N. C. 
October 12, 1961 


Sixty-one Consecutive Years of 
Cash Dividend Payments 
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an initial listing of 365 firms “with 
more modest capitalizations.” In the 
U.S., Amex, which formally opened 
for business in 1908, is now head- 
quarters for trading in 927 concerns. 
* e e 
Robbing the Masters. Dead-beat 
Californians recently gave six bad 
checks for paintings they bought at an 
art show. The victims? Artists who 
were inmates of San Quentin. 
* * . } 
Corporate Medicine. Amerace Corp. 
President Victor T. Norton reports 
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Trends & Tangents ... 

Fact & Comment (Malcolm S. Forbes) 

The Market Outlook (Sidney B. Lurie) 

Stock Analysis (Heinz H. Biel) 
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Technician’s Perspective ohn W. Schulz) . 
Overseas Commentary (George J. Henry) 
Investment Pointers — K. Thurlow) ... 
The Funds 

Thoughts 


that his company’s earnings for the 
36 weeks ended Sept. 10 set a new 





record of $1.84 per share, up from the 
preceding year’s 68c. Norton attrib- | 
utes the feat to last year’s corporate 
surgery that amputated an unprofit- 
able textile division and replaced it 
with newly acquired Swan Rubber Co. 
. * ° 

On the One Hand . An end to all | 
passenger service on the Boston & 
Maine seems “imminent in the not too | 
distant future,” says President Patrick 
McGinnis, following an industry-wide 
pattern. But the tiny (20-mile) Balti- 
more & Annapolis is going back into | 
the business, which it dropped in 1949. 
Why? Quipped President James 
Easter, “People are getting tired of 
battling traffic jams twice a day.” 

e w am 

Boom Down Under. Continued im- 
provement in Australia’s economy and 
especially in its overseas currency re- 
serves has enabled cancellation of a 
$100-million standby credit arranged | 
last March with the International 
Monetary Fund. Since then, says 
Federal Treasurer Harold Holt, Aus- 
tralia’s overseas reserves have grown 
by some $270 million. 





. a a 

Babies Next? Observing that con- | 
sumers could exchange trading stamps 
for anything from baby bottles to TV 
sets, an enterprising West Coast firm 
has blazed a new trail. For three books, 
the customer can get a six-month 
auto accident policy that pays $150 a 
month for disability, $500 for hospital | 
expenses and $2,500 for loss of life. 





PHOTO CREDITS 


Pages 15, 31, 34: Black Star 

Page 11: Culver Pictures, Pictor- 
ial Parade 

Page 24: Toronto Star Syndicate 

Pages 16, 17, 36: United Press 

Pages 17, 33: Wide World 


Aerojet-General ... 
Allied Chemical .... 
Amerace Corp. 
American Machine & Foundry 
American-Marietta 
American Tobacco 
Bank of America 
Bankers Trust 
ing 


19 
Boston & Maine Railroad 33, 


Cambridge Growth Fund .... 


Chesapeake & Ohio . 
Columbia Broadcasting 
ystem 
Commonwealth Oil 
Douglas Aircraft .. 
Eastern Airlines .. 


Erie-Lackawanna Railroad. . . 
Financial industrial Fund .. 


INDEX BY COMPANIES 





BUSINESS NEWS 


General Aniline & Film 
General Electric 
General Motors . 
Hanna (M.A.) Co. 
Hanna Mining ... 
Hercules Powder 
international Business 
Machines .. 
International Minerals & 
Chemical 
Johns-Manville ... 
Jones & Laughlin 
Liggett & Myers 
Litton Industries 
Lockheed .. 
Lorillard (P.) - 
Minnesota Mining a 
Manufacturing . 
Moore Corp. 
Morgan Guaranty Trust . 
National Gypsum 
National Steel . 


New York Central 
New York, Chicago & 

St. Louis Raiiroad . 
Norfolk & Western . 
North American Aviation 
Pennsylvania Railroad 
Philip Morris 
Republic Steel 


Rexall Drug & Chemical 


——— obacco 

‘olls-Royce 

Smith (A.0.) Corp 

Socony Mobil ... 

Sperry Rand .. 

Thiokol Chemical . 

United Aircraft . 

U.S. Industries 

Wabash Railroad 

Wells Fargo Bank 
American Trust . 

Wheeling Steel 

Youngstown Sheet & Tube 


Flintkote Zenith Radio . 


TABULAR COMPARISONS 


Estate Tax Deductions ... 26 Hybrid Holding Companies 35 
Growth Stocks 17 Railroad Debt Securities 32 
Steel Company Earnings .... 1 


COLUMNISTS’ COMMENTS 


General Stee! industries . 52 
American Radiator . Great Western Financial . 49 
American Viscose : interstate Department 

Arizona Public Service .... Steves .... 38 
Babcock & Wilcox ........ Kendall Co. ... — 52 
Boeing Kerr-McGee ... 52 
Combustion Engineering ... Lockheed 49 
Deere & Co. Magnavox . 37 
Dynamic Corp. of America. . Montgomery Ward 38 
First Charter Financial .. 4 Motorola .... ene 
General Electric Niagara Mohawk Power .. 52 
General Foods Pan American World sanere ‘> 


Admiral Corp. Radio Corporation of America 
Republic Aviation 38 
Reynolds Tobacco 

Shell bes yd ; Trading. 
Standard Oil (NJ.) 

Tennessee Ay Transmission 
Transitron Electronic .. 3 
United Fruit 

United Shoe Machinery 

U.S. Steel . 

Wrigley (Wm.) Jr Corp. 

Zenith Radio . 

Philco 


TABULAR COMPARISON 
Electric Utilities 40 























NEXT ISSUE: 


Ford At the Crossroad. Ford Motor Co. is making a powerful attempt to 
transform itself into the only one of the Big Three that could really be called 
a growth company. For a close look at Ford’s strategy and tactics, see ForBes 
next issue. 
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ON THE 


TH 0 1 ¢ HTS BUSINESS OF LIFE 


If we win men’s hearts throughout 
the world, it will not be because we 
are a big country but because we are 
a great country. Bigness is imposing. 
But greatness is enduring. 

—ApDLAI STEVENSON. 


Kind words do not cost much. They 
never blister the tongue or lips. Men- 
tal trouble was never known to arise 
from such quarters. Though they do 
not cost much yet they accomplish 
much. They make other people good- 
natured. They also produce their own 
image on men’s souls, and a beautiful 
image it is. —BLAISE PASCAL. 


Freedom is not worth having if it 
does not connote freedom to err. 
—MAHATMA GANDHI. 


Being educated means to prefer the 
best not only to the worst but to the 
second best.—WILLIAM Lyon PHELPs. 


There are two distinct classes of 
what are called thoughts: those that 
we produce in ourselves by reflection 
and the act of thinking and those that 
bolt into the mind of their own accord. 

—THOMAS PAINE. 


Optimism is a mania for declaring 
that all is well when things are going 
badly. —VOLTAIRE. 


You cannot prevent the birds of 
sorrow from flying over your head, 
but you can prevent them from build- 
ing nests in your hair. 

—CHINESE PROVERB. 

Fellowship in joy, not sympathy in 

sorrow, is what makes friends. 
—FRIEpDRICH NIETZSCHE. 


So many of us know what we are 
against, but not what we are for— 
what we disbelieve, not what we be- 
lieve. A negative life easily becomes 
neutral and futile. 

—JOsSEPH F. NewrTon. 

If I were to suggest a general rule 
for happiness, I would say “Work a 
little harder; work a little longer: 
work!” —Freperick H. Ecker. 


Pleasure is a necessary reciprocal: 
no one feels, who does not at the 
same time give it. To be pleased, one 
must please. What pleases you in 
others, will in general please them 
in you. —Lorp CHESTERFIELD. 
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Where liberty dwells, there is my 
country. —BENJAMIN FRANKLIN. 


I think what has chiefly struck me 
in human beings is their lack of con- 
sistency. I have never seen people 
all of a piece. It has amazed me that 
the most incongruous traits should 
exist in the same person and, for all 
that, yield a plausible harmony. 

—SomeErRSET MAUGHAM. 


Everyone has his superstitions. One 
of mine has always been when I 
started to go anywhere, or to do any- 
thing, never to turn back or to stop 
until the thing intended was accom- 
plished. —Utysses S. GRANT. 


—_ | 
B. C. FORBES 


One of the primary duties of 
every citizen is to vote. Any- 
one who does not vote has no 
grounds for grousing over elec- 
tion results. 


The problem of abolishing want is 
not a problem in division, as the poli- 
ticians so often aver; it is a problem in 
multiplication. —-HeNry M. Wriston 


Though we seem grieved at the 
shortness of life in general, we are 
wishing every period of it at an end 
The minor longs to be at age, then to 
be a man of business, then to make up 
an estate, then to arrive at honors, 
then to retire. —JOSEPH ADDISON. 


The product that will not sell with- 
out advertising, will not sell profitably 
with advertising. —ALBERT LASKER. 


Great ideals and principles do not 
live from generation to generation 
just because they are right, nor even 
because they have been carefully 
legislated. Ideals and principles con- 
tinue from generation to generation 
only when they are built into the 
hearts of the children as they grow 
up. —GeorceE S. BENSON. 


An expert is a man who knows just 
that much more about his subject 
than his associates. Most of us are 
nearer the top than we think. We fail 
to realize how easy it is, how neces- 
sary it is to learn that fraction more. 

—WILLIAM N. HvtTcuHins. 


Any party which takes credit fo 
the rain must not be surprised if its 
opponents blame it for the drought. 

—Dwicut W. Morrow 


It requires a very unusual mind to 
undertake the analysis of the obvious 
—ALFRED NortH WHITEHEAD. 


The great scientific discoveries of 
the past hundred years have been as 
child’s play compared with the titanic 
forces that will be released when 
man applies himself to the under- 
standing and mastery of his own 
nature. —MeEtvin J. Evans 


We look forward to the time when 
the power of love will replace the 
love of power. Then will our world 
know the blessings of peace. 

—WILLIAM GLADSTONE 


What is opportunity to the man 
who can’t use it? An unfecundated 
egg, which the waves of time wash 
away into nonentity. —Gerorce ELIoT 


It will generally be found that those 
who sneer habitually at human na- 
ture are among its worst and least 
pleasant samples. 

—CHARLES DICKENS 


There is no wisdom save in truth. 
Truth is everlasting, but our ideas 
about truth are changeable. Only a 
little of the first fruits of wisdom, 
only a few fragments of the dound- 
less heights, breadths and depths of 
truth, have I been able to gather. 

—MartTiIn LUTHER 


The fear of death, the desire to 
survive at any cost or price in human 
degradation, has been the greatest 
ally of tyranny, past or present. 

—Sipney Hook 


More than 3,000 selected “Thoughts” 
available in a 537-page book. Regu- 
lar edition, $5. 





A Text... 


Wherefore 
about with so great a cloud of witnesses, let 


seeing we also are compassed 


us lay aside every weight, and the sin which 


Sent in by Wilbert E. Morris, St 


Albans, N.Y. What's your favorite 
text? A Forbes book is presented 
to senders of texts used 


doth so easily beset us, and let us run with 
patience the race that is set before us. 


—HEsrEwS 12:1 
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GARRETT-U.S. AIR FORCE ‘SPUR’ 


--One answer to America’s future power needs in space 


n 


Long lead time is essential to the 
development of large nuclear 
space power systems. Present meth- 
ods of power generation would require 
an impractical heat rejection surface 
nearly the size of a football field for a 
power output of one megawatt power 
which will be needed for critical space 
missions already in the planning stage. 


Garrett’s AiResearch Divisions have 


Eliminates 
giant size 
and weight 
barriers to 
large power 
systems 


The joint U.S. 


Air Force-AEC Project SPUR is a 


research and development program being conducted 
by an industry team of Garrett, Aerojet-General 
Nucleonics (reactor) and Westinghouse, Lima 
(generator) to prot idea power source to produce 
300-1000K W electrical power in space for one year or 
more. Power is obtained by conversion of nuclear 
fission energy to mechanical (shaft) power with a 
potassium vapor turbine. Equipment includes: reac- 
tor, primary and secondary loop pumps, boiler, turbo- 
generator and condenser-radiator. 


now completed the initial SPUR design 
studies and proved the project’s feasi- 
bility to supply continuous accessory 
power and low thrust electrical propul- 
sion in space for long periods of time. 
Cutting projected 1 MW power sys- 
tems to 1/10th the size and 1/5th the 
Ww eight of present power systems under 
development will be possible because 
of SPUR’s capability to operate at 
higher temperatures, thereby sharply 
reducing the required radiator area. 


Garrett has been working with the 
Air Force and the Atomic Energy 
Commission on SPUR as the prime 
contractor for more than one year and 
has more than five years of experience 
in space nuclear power development. 
Also an industry leader in high speed 
rotating machinery, heat transfer 
equipment, metallurgy and accessory 
power systems, the company is devel- 
oping design solutions for SPUR in 
these critical component system areas. 


THE GARRETT CORPORATION « AiResearch Manufacturing Divisions *« Los Angeles 45 


California « Phoenix, Arizona « other divisions and subsidiaries: Airsupply-Aero Engineering 


AiResearch Aviation Service « Garrett Supply « Air Cruisers « AiResearch Industrial « Garrett 


Manufacturing Limited * Marwedel « Garrett International S.A. « Garrett (Japan) L 


mited 





STAR PERFORMERS of Macon, Georgia's Ballet Guild in a scene from Tchaikovsky's “The Sleeping Beauty." Composed of 
local enthusiasts, the Guild's presentation was a highlight in Macon’s annual ‘Spring Festival, 


Cultural Activities 


o 


i 


The South’s well-rounded pattern of industrial develop- 
ment is flavored with ever-increasing opportunities to 
enjoy music, art, theatre and ballet. Newcomers to the 
area find life enjoyable whether their interests be in the 
arts, sports or other recreational activities. 

In the Southern heartland of Alabama, Florida, 


Georgia and Mississippi, economic expansion has been 


} 


offering varied cultural attractions. 
jul 


aided by an abundance of electric power from the four 
operating companies of The Southern Company System. 
As part of a sustained growth program, these companies 
expect to spend, during 1961 alone, more than 175 million 
dollars for new plants, 

transmission lines and 
other facilities. 


In the period 1950-1960, the four-state area's rate of gain in practically every field 
led the nation as a whole. Here are some pertinent comparisons:* 
4-State Area 


Bank Deposits . 
Retail Sales ae aes 
Electric Power Production. . 


coe | «6TODAKG 
88.4% 
158.9% 


U.S. OEPT. OF COMMERCE 


United States 


ATLANTA - 1330 W. PEACHTREE STREET 
BIRMINGHAM - GOO N./8 TH STREET 


Alabama Power Company 
Georgia Power Company 
Gulf Power Company 
Mississippi Power Company Gulfport, Mississippi 
Southern Electric Generating Co. . Birmingham, Alabama 


Birmingham, Alabama 
Atlanta, Georgia 


Pensacola, Florida 





